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GOLD ECONOMIES AND STABLE PRICES 
I. INTRODUCTION 


RE the economies in gold usage now in prospect adequate 
to support an expansion of bank reserves, bank notes, 


and bank deposits such as to maintain a stable price 
level over the long-time period? This question is the central 
problem for analysis in the present article. The point of view in 
this study is restricted to the influence of gold requirements of 
the United States upon the gold requirements of the world. The 
broad problem may be broken down into numerous specific in- 
quiries, such as: What secular trend of increase in the gold stock 
of the United States is necessary in order that gold may keep 
pace with the growth of trade at a steady level of prices? How 
much economy in the use of gold can take place under existing 
federal reserve law? How great is our present excess of gold 
stock above normal requirements? How quickly may the coun- 
try be expected to grow up to excess gold stock? How much gold 
can the United States safely export? What are the probable fu- 
ture demands of the United States upon the world’s annual pro- 
duction of gold? 

In all cases the answers to these inquiries require not only 
the analysis which general banking theory can give but also the 
analysis which quantitative investigation can give. From the 
_ vantage point of quantitative solutions to these inquiries, we 
should be able to draw inferences of far-reaching significance for 
banking policy in international as well as in domestic circles. 


I 
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II. GROWTH REQUIREMENTS OF GOLD STOCK 


The term “growth requirement” will be used in this analysis 
to indicate the annual compound percentage increase in gold 
money supply necessary to keep pace with the secular expansion 
of trade at a stable level of prices. The assumption underlying 
this term is that as gold standard countries increase their popu- 
lation and their commerce they require a corresponding increase 
in money supply. That is to say, under the existing conditions 
of gold usage there will be some rate of increase in that metal 
just sufficient to enable all countries to maintain approximate 
long-time stability of the price level. 

One of the first economists to attempt a statistical estimate 
of the gold growth requirement of the world was Gustav Cassel. 


TABLE I 








Annvat Compounp Per Cent 
Series or Years WHEN or INCREASE 
Prices WERE AT 
on Loves First Half | Second Half 
of Period of Period 








1851-1884-1907......... 3.09 2.91 
1844-1880-1913 3-29 2.76 











Starting with the observation that Sauerbeck’s index of whole- 
sale commodity prices in England was substantially the same in 
1850, 1886, and 1910, Cassel calculated the annual compound 
rate of increase in world gold stock between these dates. This 
rate proved to be approximately 2.8 per cent. He added 0.2 per 
cent as an allowance for loss and wastage of old gold and set up 
the proposition that an annual increment of 3.0 per cent of exist- 
ing gold stock is “a condition for the maintenance of the price 
level unchanged, so far as the gold supply is concerned.” 

Joseph Kitchin reached similar results by applying the same 
method to two series of years when prices were of uniform height. 
The estimates are shown in Table I.* 

* The Theory of Social Economy, 1923, pp. 440, 451. 

* Report of Royal Commission on Indian Currency and Finance, 1926, Vol. 
Ill, Appendix 82. The studies of Cassel and Kitchin were preceded by those of 
A. Aupetit in Essai sur la Théorie Générale de la Monnaie, 1901. The reader may 
also be interested in estimates by R. A. Lehfeldt, Gold, Prices and the Witwaters- 
rand, 1919, pp. 11-37. 
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The more recent periods show a rate of increase slightly 
lower than do the more distant periods. This tapering down is 
very moderate and shows a rate of growth in the pre-war period 
of not less than about 2.8 per cent per annum. 

Both Cassel and Kitchin apply their estimates to the world 
rather than to a single country. This procedure recognizes the 
fact that the wholesale price levels of gold standard countries 
are closely interconnected. With due allowance for exceptions 
here and there, we may safely assume that wholesale price levels 
of all gold-using countries oscillate in proximity to a world-level 
of wholesale prices expressed in gold. No single country can in- 
flate or deflate wholesale prices far out of line with this central 
world-tendency. No matter what the gold trend of an individual 
country may be, its wholesale price trend will with minor aberra- 
tions conform to the world-trend. 

If now we analyze the gold trend of any individual country 
we do not depart from due recognition of the international sol- 
idarity of prices. We merely raise the query: What rate of in- 
crease in gold stock in the one country is necessary in order to 
keep its price level in line with a stable world price level? With 
specific reference to the United States, we ask: What rate of in- 
crease in gold stock of the United States was necessary in order 
to maintain a national price level on a parity with the world price 
level during the periods adopted for study by Cassel and Kit- 
chin? 

Unfortunately, the dates used by Cassel are not applicable 
to the United States because inconvertible paper money pre- 
vailed from 1861 to 1879 and bimetallism prevailed prior to 
1861. For the same reason, the first half of each series of years 
selected by Kitchin (i.e., 1851-84 and 1844-80) must be ruled 
out of consideration. Selecting the latter half of each series, we 
arrive at the estimate shown in Table II. 

According to these computations, the United States had a 
growth requirement of about 4.3 per cent, whereas the outside 
world had a growth requirement of about 2.5 per cent. The in- 
terpretation to be placed upon this difference of rates is that the 
gold stock of the United States increased about three-quarters 
again as fast as that of the outside world between dates when 
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wholesale price levels were at approximately equal heights at 
home and abroad.° 

If it be objected that two pairs of years afford too small a 
sample for reliable conclusions, we may add other pairs of years 



































TABLE II 
WHOLESALE Price Annvat Compounp Per CENT oF 
Latrer Hatr or Serres INDEXES OF THE Increase mn Actual GoLp 
or Years Apoprep Untrep States* Money Stocxt 
BY 

Beginning End World United States|Outside World 

SO, cin vcveces 86 gr 2.91 4.39 2.56 

STS. 8455 bccn 100 100 2.76 4-35 2.48 
* Three-year averages c centered. After 1890, wholesale indexes of the United States Bureau of 
Labor; before stem, 5 by J . L. Snider, Review of Economic Statistics, April 

1924. Indexes ee eeiints olsen taodlan 


t Actual gold stock for the United States from Annual wom Aonsel Reger: of of Director of the Mint; for the 
cig are estimates by Joseph Kitchin, Royal Currency and Finance, 1926, 
Vol. IIL. Y peer 82; haa the outside world, fi from — of the difference between United States 
































stock and world 
TABLE III 
— —y5 or = UntTED or} 2 Comeuep Pus CEent 
y TATES (3-YEAR AVERAGES F INCREASE IN ACTUAL 
nae am SS - Cantuane. 1913 = 100) 4 Goxtp Money Srocx 
BEGINNING AND EnD 
Beginning End United States | Outside World 
0 ES Reset rer 86* 91 4-39 2.56 
NS oe scores 100* 100* 4-35 2.48 
ERR Rie ea: 99* 97* 4.27 2.57 
OE ee 99* 99* 4-17 2.66 
Se 86* 86* 4-55 2.28 
1884-1900 . . zt 76T 4.08 2.18 
1882-1904. ............ 81 8rt 4-47 2.07 
NLS. its aoeieMie ia ele a WE anew aman wile ones 4-35 2.48 
Se Sala? oe Saree PEP 4-34 2.40 
* Wholesale indexes. 


lh oy op gee indexes. See Carl Snyder, Business Cycles and Business Measurements, 
to the reckoning. Table III contains estimates for five pairs of 
years in addition to those used by Kitchin. In three of these, 
wholesale price indexes are used for comparing price levels at 
the beginning and end of the periods in question; in two, Carl 
Snyder’s composite indexes are used. 


*For comparative price indexes of the United States, England, and Ger- 
many, see W. T. Layton, Introduction to the Study of Prices, 1922, pp. 150-51. 
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The concentration of the various estimates about both aver- 
age and median points is sufficiently close to warrant the assump- 
tion of 4.3 as an approximate pre-war growth requirement in the 
gold money stock of the United States and 2.4 as such a require- 
ment of the outside world. 

If this assumption is correct, we should expect that an actual 
rate of increase in excess of the required rate would afford the 
basis for a secular expansion of credit and rise of prices. Table 
IV gives the actual rates of increase for certain periods, which 
may be compared with the required rates, and indicates the cor- 
responding movement of prices. 






































TABLE IV 
AnnvaL Compounp PER Paice Inpex—Bercinninc oF 
Cent Increase in GoLp Periop as BASE OF 100 
Money Stock (MmppLe- 
PeRrop eo-Taen Dama) United States Great Britain 
United Outside Snyder’ 
States World Wholesale Composite Wholesale t 
Is otek dacee ne 2.6 , 1.4 7° 93 69 
NR. sg vb osascs 6.9 (7.2) 2.9 149 140 139 
1899-1913........... 4.8(5.5)* 3.2 133 135 125 
* Percentages in parentheses computed from end-of-year data on gold stocks. 
t Sauerbeck-Statisi. 


During the 16 years prior to 1896, actual rates of increase 
were less than required rates, and price levels tended downward. 
During the 17 years subsequent to 1896, actual rates of increase 
were more than required rates and price levels tended upward. 
The refinement of data is not sufficiently precise to warrant the 
inference that a given excess or deficit of gold above growth re- 
quirements will be followed by an exact percentage increase of 
prices, and no such attempt at overexact comparison is here at- 
tempted. On the other hand we are warranted in making the as- 
sumption that during the pre-war period any substantial devia- 
tion of the trend of gold stock in the United States from an 
annual rate of increase of 4.3 per cent was accompanied by a 
similar deviation of the trend of gold stock of the outside world 
from an annual rate of increase of 2.4 per cent and by a corre- 
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sponding substantial fluctuation of the wholesale price level of 
the United States and of the outside world. 


III. GROWTH REQUIREMENTS OF CURRENCY AND CREDIT 

By extension of the method used in estimating growth re- 
quirements of gold, we may obtain estimates of growth require- 
ments of currency and credit. Money in circulation outside of 
the treasury may be adopted as a measure of currency expan- 
sion, and individual deposits of banks as a measure of credit ex- 
pansion. In Table V the same pairs of years are used as in the 


TABLE V 


GrowTH REQUIREMENTS OF CURRENCY AND CREDIT OF THE UNITED STATES 
(AnnuAL CompounD Per CENT oF INCREASE) 














: Individual De- | Individual De- 

Period Ninterval” | Circulstions | Posits of All posits of Nation- 
1884-1907T........... 23 3-55 6.94 6.54 
1881-1913T. .. Dy 32 3.51 6.18 6.12 
1884-1904T........ 20 3-59 6.57 6.31 
1882-1910 ........ 28 3-53 6.31 6.22 
1882-19147 .......... 32 3.40 6.94 5.93 
1884-1900]. ........ 16 3-19 6.12 5.90 
1882-1904]. ........... 22 3-53 6.03 5.91 
ES eee 3-53 6.31 6.12 
ra eee: 3-47 6.44 6.14 

















* Source: Comptroller of the Currency reports. 
t Wholesale price indexes at same level in both years. 
t Snyder’s composite price indexes at same level in both years. 


previous section. In any given pair of years, the level of prices 
was substantially the same at the beginning as at the end of the 
period. 

The differences from period to period are moderate. The ap- 
proximate agreement of the estimates by periods suggests that 
either the median or the average may be taken in a broad sense 
as the growth requirement of the series. That is to say, at these 
rates of expansion the United States would have sufficient cur- 
rency and credit to meet the needs of business at a level of prices 
in line with world-prices, when world-prices were approximately 
stable. 

These growth requirements may now be compared with ac- 
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tual rates of growth in the respective financial series. Table VI 
includes a repetition of the gold data previously presented, in 
order that all series may be readily compared. The dividing 
point of the periods selected for analysis is placed in the latter 
half of the nineties for the reason that those years were the turn- 
ing-point from a long-time decline of prices to a long-time in- 
cline. 

In the first period, 1880-96, actual rates of increase in all 
four series of data are substantially less than growth require- 
ment rates. These deficits of gold, currency, and credit below 


TABLE VI 


GrowtH REQUIREMENTS COMPARED wiTH ACTUAL INCREASES 
(AnnvaAL CompounD Per Cent or INCREASE) 














Price Inpex 
INDIVIDUAL INDIVIDUAL 
Gow _—s Depostrs, ALL Deposits, =» yw 
ue Banks NATIONAL Banks Base oF t0o 
Periop 
Growth Growth Growth Growth 
Actual} Re- | Actual; Re- | Actual; Re- | Actual| Re- j|Whole-| Sny- 
Rate | quire- | Rate | quire- | Rate | quire- | Rate | quire- | sale | der’s 
ment ment ment ment 
1880-06... 2.6. 4-3 2.6] 3.5 5.4] 6.3] 4.0] 6.1 72} 93 
1896-1913 . 6.9° 4.214 481 3.4 7.6| 6.3 7-9 | 6.1 | 149 | 141 
1899-1913 .| 4-8"| 4.3] 4.1] 3-5] 6.9] 6.3] 6.9] 6.1 | 133 | 135 



































* Middle-of-year data used for gold stock. If end-of-year data are used, the rates are 7.2 for 
1896-1913 and 4.8 for 1899-1913. 


growth requirements are accompanied by a marked tendency to- 
ward falling prices. 

In the second period, 1896—1913, actual rates of increase in 
all four series are substantially above growth requirement rates. 
These surpluses of gold, currency, and credit above growth re- 
quirements are accompanied by a pronounced advance in prices. 
In the third period, 1899—1913, the same kind of differential pre- 
vails, but the degree is less marked. This difference in degree 
arising from selection of 1896 or 1899 as a starting-point is due 
to the fact that during the late nineties, gold, currency, credit, 
and prices exhibited increases of unusual amounts for so brief a 
period. These years were turning-points between a long-time 
price deflation and a long-time price inflation. Whichever year is 
taken as a starting-point, the conclusion with reference to the 
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present problem is essentially the same, namely, an actual rate 
of increase in excess of growth requirements was accompanied 
by rising prices. 

A third period, 1913-27, may be submitted to a similar com- 
parison. The item, money in circulation, must be excluded from 
the comparison because the concentration of reserve money in 
Federal Reserve banks destroys the continuity of the data. 
Growth requirements are arbitrarily assumed to be the same as 
in the pre-war period. This assumption probably does not do 
serious violence to the facts of growth, but to present the detailed 
evidence for this view would take the discussion too far afield 
(see Table VII). 











TABLE VII 
Actual Rate of Growth, 
United States Data ( “Assumed, 1915-27. ot 
Percentages of Increase) of Increase) 
Gold stock. . OES 4-3 6.6 (6.1)* 
Individual deposits, all banks......... 6.3 8.1 
Individual deposits, national banks §. . 6.1 8.9 











* End-of-year data. All other <a!culations based on middle-of-the-year data. 


The excess of actual rates of growth above required rates is 
apparent, and the accompanying inflation of prices is a familiar 
fact. The general relationships illustrated in the World War pe- 
riod are, therefore, similar to those illustrated in the pre-war 
periods. 

Although the number of periods available is too small to per- 
mit anything like complete verification of a theory, neverthe- 
less the uniformity of results in the periods studied does lend 
a great deal of force to the hypothesis under investigation. To 
make this hypothesis definite, we may set it up in this form: The 
growth requirements necessary before the World War to enable 
the United States to maintain a price level in harmony with a 
world stable price level were approximately as follows: 


Medium Rate (Per Cent per Annum) 
Gold Stock SO pte ae ee ee eta 
Money in circulation Ba at ae ee ee 
Individual deposits, all banks. . . . . 63 


Individual deposits, national banks + ee 
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Two restrictions upon the meaning which can properly be 
read into this assumption should be noted. First, this assump- 
tion does not imply that the price level of the United States is 
determined independently of the world price level. It admits 
fully the international connections of prices and the complex 
phenomena of international finance. All that it implies is that 
the United States, as one country in the world-group, required 
certain rates of increase in the various money media in order that 
the one country might keep in lock-step with the general price 
trend of all gold-using countries. Second, this assumption does 
not enable us automatically to predict that the same growth rates 
will be required in the future as in the past. They may be greater 
or they may be less, depending upon the expansion of trade, pop- 
ulation, and income, and upon the economies in use of gold and 
currency. 

IV. CLASSES OF ALLEGED GOLD ECONOMIES 


Reduction in legal reserve ratios does not constitute a reduc- 
tion in growth requirements of gold stock. This proposition will, 
at first thought, appear to be self-contradictory. Practically all 
authorities on the Federal Reserve Act have pointed to the low- 
ered ratios of reserves to deposits as proof of a great economy in 
gold usage. Economists and bankers have lauded the Act on the 
assumption that the lower the reserve ratio, the less would be the 
required rate of growth of gold reserves. Many American au- 
thorities have attempted to quiet all warnings of a future gold 
shortage by contending that any slowing down in gold produc- 
tion will be fully offset by the very great reserve ratio economies 
effected under the Federal Reserve Act. 

The fallacy of this all but universal view will be apparent 
from a classification of economies under three headings: 

I. Past and present realized economies, perpetuated in the 
future. 

II. New economies created in the future at the same pro- 
gressive rate as that which has prevailed in the past. 

III. New economies created in the future at a progressive 
rate well in excess of that which has prevailed in the past. 

Under the first classification would be included such changes 
as the lowering of legal reserve requirements of national banks 
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from the 25-25-15 per cent scale to the 13-10-7 per cent scale 
(3-3-3 for time deposits), the concentration of legal reserves in 
Federal Reserve Banks, and the creation of 40-35 per cent ratios 
for the Reserve Banks. Once the transition to the new set of 
ratios had been made, and credit volume and price levels had be- 
come adjusted to the new situation, a new status quo was in ex- 
istence. This new status quo took the form of a wholesale price 
level from 45 to 50 per cent above the old level and a composite 
price level (Snyder’s index) about 70 per cent above the old 
level. Hence, any economies that may have been possible under 
Federal Reserve law were consumed in credit and price inflation 
rather than in reserve reduction. This important conclusion re- 
quires a few words of amplification and definition. A greatly en- 
hanced volume of credit and a much higher price level meant 
lowered ratios but not lowered actual reserves. A ratio is a rela- 
tion between two magnitudes. The ratio can be lowered by mak- 
ing the first magnitude less or the second magnitude more. Spe- 
cifically with regard to ratios of gold to currency and credit, we 
find that ratios might conceivably have been lowered by holding 
credit volume and price levels stable and reducing gold stock. 
This course might have been taken, but in fact it was not. On 
the contrary, ratios were lowered by a sharp increase in the credit 
side of the ratio. More credit, not Jess gold, was the essence of 
the procedure. The result is that fully as much gold is required 
under the Federal Reserve Act to support price indexes of 150- 
170 (1913100) as would have been required without the Fed- 
eral Reserve Act to support a price index of 100 (1913==100). 
The economies of lowered ratios were illusory. Inflation wiped 
out the benefits which might otherwise have accrued.* 

This being the legacy handed down to us by the war decade, 
we must inquire: If the existing economies in use of gold stock 


*For purposes of this discussion, it makes no difference whether one con- 
tends that more money caused higher prices or higher prices required more money 
with which to carry on prices. The argument presented at this point holds 
whether one accepts the quantity theory or an opposite theory. 

* An important offset to economies was the provision of the new law which 
forbade in the future the counting of the “float,” i.e., items in process of collec- 
tion, as legal reserves. 
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be perpetuated, will they permit a reduction in our growth re- 
quirements of gold stock? The answer is definitely regative. If 
the growth requirement would have been 4.3 per cent per annum 
without the Federal Reserve Act, it will remain 4.3 per cent un- 
der that Act. We have now a fait accompli, in the form of certain 
established reserve ratios and price levels. If the growth of trade 
and population has not slowed down, our growth requirement of 
gold stock has not slowed down. If a rate of 4.3 per cent under 
the old system would have been just sufficient to perpetuate the 
1913 price level, a like rate under the new system would be just 
sufficient to perpetuate a 1927-28 price level. A perpetuation of 
existing economies, existing reserve ratios, existing bank struc- 
ture does not permit any scaling down of growth requirements of 
gold stock. 

The second category of economies refers to progressive im- 
provements in money usage under present laws. The principal 
source of such improvements is the substitution of checking ac- 
counts for hand-to-hand currency.* But it should be noted that 
during the pre-war period, which was adopted as a basis for com- 
puting our growth requirement, steady improvement in this di- 
rection was under way. From 1880 to 1913 striking progress 
was made along such lines. Hence, the 4.3 per cent estimate of 
growth requirements is derived from a period when progressive 
economies in gold usage were taking place. It follows that if in 
the future progressive economies occur at a similar rate, the fu- 
ture is placed on a basis comparable with the past. Progressive 
economies occurring at as rapid a rate in the future as in the past 
would call for the application of uniform growth requirements in 
future and past periods. Improvements in gold usage being 
equal in the two periods, growth requirements would be equal. 
Clearly, therefore, a continuation of progress in money usage at 
the customary rate affords no promise of a scaling down of 
growth requirements of gold stock. 

The third category of economies refers to progressive im- 

*Of course, if legal reserve ratios were lowered at some future time by 
amendments to the Federal Reserve Act, such action would constitute during the 


transition period an important example of the type of economies included in this 
classification. 
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provements in money usage at a pace more rapid than that which 
prevailed in the pre-war period. The chief possibility of such 
improvements lies in the so-called eacess gold stock of the Fed- 
eral Reserve System. For instance, if at a given date the com- 
bined reserve ratio of the Reserve banks is 70 per cent and a 
ratio of 60 per cent is considered adequate, then a process of 
stepping down to the lower ratio constitutes an unused source of 
gold economy for the time being. It is a source which did not ex- 
ist in the pre-war period. It is a source which would enable the 
United States to grow up to her present gold stock without in the 
meantime tapping the gold mines of the world. She would add to 
book reserves at the rate of 4.3 per cent per annum without an: 
addition to specie reserves. Here would be a true gold economy 
while the process lasted. But it must be emphasized that as soon 
as the 60 per cent reserve ratio had been reached, the process 
would cease to have any effect upon growth requirements of gold 
stock. The situation would then come under Class I economies, 
i.e., existing economies perpetuated in the future. Thereafter, 
the mere fact that a 60 per cent ratio continued to prevail would 
in no way lighten the growth requirements of gold stock, which 
we have estimated to be 4.3 per cent per annum. Consequently, 
as a permanent phenomenon, the reserve ratios of our central 
banks offer no promise of reduced growth requirements of gold 
stock. 

In conclusion of this section, we may observe that Class I 
and Class II economies do not result in any reduction of growth 
requirements of gold stock, and that Class III economies result 
in such a reduction only during the temporary period during 
which we are growing up to our present gold stock. Viewing the 
whole matter from the standpoint of secular trend, we see there- 
fore that the proposition with which this section began holds 
true, namely: Reduction in legal reserve ratios does not consti- 
tute a reduction in growth requirements of gold stock. 

This section has presented the case chiefly in the form of 
abstract logic. It remains to state the case in quantitative terms. 
This phase of the analysis will be confined to economies of classes 
II and III. The reader who is interested in quantitative analysis 
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of economies of Class I may be referred to a separate study by 
the present writer.’ 
V. ULTIMATE GOLD RESERVE RATIOS 

A wide variety of types of reserve ratios is conceivable, but 
for purposes of this analysis only a few types are necessary. The 
ratios with which the public is most familiar are, first, the legal 
reserve requirements of member banks back of demand deposits 
(13, 10, 7 per cent, depending upon the location of the bank) 
and of time deposits (3 per cent, regardless of location); and, 
second, the legal reserve requirements of central banks against 
deposits (35 per cent) and notes (40 per cent). In order to com- 
pare reserve requirements under the Federal Reserve Act with 
those under previous bank acts, it is necessary to adopt a series 
of figures which have real continuity in spite of changes in bank 
legislation. This end is accomplished by adopting “ultimate” 
ratios of gold stock to all other media of exchange. Data are 
available for gold stock in the reports of the Director of the Mint. 
Data for all other media of exchange are available in the reports 
of the Comptroller of the Currency. Series for non-gold money in 
circulation and for individual deposits of all banks offer the most 
comprehensive measure of total media of exchange. Series for 
demand deposits are available separately only back to 1910. 

The following analysis of ultimate reserve ratios attempts 
to measure the final or net economy in gold requirements from 
year to year. It goes back of obvious legal ratios and deals with 
actual effective ratios. It takes account not only of reductions in 
certain phases of reserve requirements but also of some less well- 
known increases in such requirements at other points. After 
calculations of “ultimate” ratios of gold stock to currency and 
credit have been made, we may proceed to examine the true sig- 
nificance of our legal ratios and to appraise wastes as well as 
economies in gold usage under existing law and practice. 

Table VIII traces the progressive decline in ultimate reserve 
ratios from 1880 to 1926. The first column shows the percentage 
of all forms of currency and coin other than gold to individual 

"See “Post-War Fluctuations of Commodity Prices,” American Economic 
Association, Supplement, March, 1928, pp. 46-66. 
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deposits of all banks. Such deposit data are not ideal, since they 
lump together demand and time deposits, but they are the only 
form of deposit data available as a measure of credit expansion 
over the whole period under survey. The ratios declined rapidly 
from 1880 to 1905, and less rapidly from 1905 to 1914. They 
rose somewhat during the war period, but resumed a decline 
after that time. However, the ratios from 1913 to 1926 or 1927 
show a rate of decline which is not unusual or unprecedented. 


TABLE VIII 


PROGRESSIVE Economy IN Money USAGE IN THE 
Unrtep STaTEs* 











r,_|Per Cent of Gol 

P Gad Meee Stock to Noo" 

Year to Individual | old Money | 
Deposits, ; 

All Banks | Deposits, All 
eee ee 39.1 II.9 
SE A 32.7 15.8 
1890. . 24.3 13.8 
EL chAuea hah ve maaan 24.0 10.4 
ES Sed cvs nec aeebe 18.1 12.1 
ES enigka ? Oxaan wale xe 13.4 10.5 
EC than ae snk II.7 9.6 
aad wx wtcae reine’ 10.7 9.8 
Pv ukcy cuttun eve akne 10.2 9.3 
FES AS Sie 13.0 10.0 
ESE Oe ee ee ee 13.8 8.5 
6 hel kanes Con dawe 13-9 6.4 
I 6 oc Gh caswiatyaewnd 13.8 8.3 
Se Aad Cb wes ea 11.8 9.1 
Rd the denedacanshaed 11.4 9.1 
PG wikcenisncaterehihe 9.9 9.5 
Pe diiihccnugubeses’ 8.2 8.6 
ee ere 7-9 8.5 
See eee 7.6 8.3 











* Source: Comptroller’s Reports and Reports of Director of 
the Mint. 


The progressive economy in non-gold money, arising from sub- 
stitution of deposits for hand-to-hand currency, was no more 
rapid after 1913 than before that date. 

The second column shows the percentage of gold stock to the 
combined total of non-gold money and individual deposits of ail 
banks. This percentage series measures the progressive economy 
in ultimate gold reserves. A very definite decline in the ratios 
appears in the pre-1913 period. This decline continues in the 
post-1913 period, but at a rate which is not unusual. 
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Table IX presents similar ratios, except that demand depos- 
its are substituted for alli individual deposits. Data are not avail- 
able prior to 1910. 

Column 1 of Table IX is chiefly useful as a guide to econ- 
omies due to substitution of checking accounts for hand-to-hand 
cash. The ratios rise during the war and immediate post-war pe- 
riod but thereafter fall back approximately to the pre-war point 
in 1926 and slightly below that point in 1927. The ratios of col- 


TABLE IX 


Economy tn Money USAGE BEFORE AND AFTER THE 
FeperaAt Reserve System* 











Per Cent of Non-lP St ct't Noo 
Year to Demand | Gold Money, 
Deposits, All ~ 

sea | Dc 
RS aisha vamexteen 22.8 17.0 
RA Sites eeu ssdeuwun ee 22.5 18.5 
I ine Bg tari senlaicale ater 19.6 16.4 
SC cAvan sen vehd nee uun 29.7 20.0 
A cond Fades ehcenen 30.5 16.2 
a See 33-2 13.0 
Bets be kcsunahennde 29.9 15.8 
Pe dswensencns’ ba 30.6 20.2 
(RAR SE PR gE EES Ary” 31.9 21.6 
Snr ch etiawadieoteue 28.2 23.3 
a RRR Bee 23.1 21.5 
Sn 5 ohn eeens cctcnae<i 21.3 20.4 
EP Te 18.7 18.3 











in oe Comptroller’s Reports and Reports of Director of 

umn 2 likewise rise during the war and immediate post-war pe- 
riod and afterward drop to approximately the pre-war point. 

This series of ratios may be supplemented by two additional 
series, shown in Table X. This table compares “money in cir- 
culation, not in banks” with demand deposits. The item “money 
in circulation, not in banks,” measures the actual cash in the 
pockets of the public and the tills of the merchants.* 

It is apparent that the 1926 ratios are substantially the same 
as the pre-war ratios. No extraordinary economies in the form 
of substitution of checks for currency are discoverable. 


* The data are taken from Allyn A. Young, An Analysis of Bank Statistics 
for the United States, pp. 7, 71-72. 
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In the foregoing tables, columns which show ratios of cur- 
rency to deposits are of interest chiefly in confirming the trend 
of ultimate gold reserve ratios. Since neither type of ratio shows 
any extraordinary decline after 1913, we may infer that growth 
requirements of gold stock have not been materially reduced 
during that time. 














TABLE X 
Ratio or Non-Bank Cass To CHECKING ACCOUNTS 
Per Cent of 
Per Cent of 
Money in Circu-| Money #8 Cire 
Year lation, Not in | Banks to De- 
to De- 
mand Depents mot Naticoal 

of All Banks Barks 

SUL ivecoe sav twabewexd Ge: - Madacvcecenas 

SE aWtintdke-civwsaauuaeda f R, Set eee 

Ee rere Set < Bedwswawes ess 

Sree Tree BB.Q «Fo cevoccceces 
SE ihg's admin pede heen 19.4 35.8 
A CaGecdawkskee dnGdneeanvenmens 36.9 
ere ee eee 36.4 
Per ee 22.6 34-6 
SE clin kierney han aka’ 28.8 46.7 
EM Abies x dbeevewees <a 25.3 42.5 
PCC bhé6iuncnhenaenes 26.5 42.4 
I citer tari ti lercd- rare ebacd 24.0 46.3 
I ike een araie ald 24.7 40.3 
BEDS $u0ssccrsdeseseued 27.3 43-3 

Dh vebescuncensnsnnce 25.4 41 

| ERE ee 22.7 37-9 
WEP s c.cvincovscncceunecc 20.6 36.5 











But, it may be objected, in 1927 the United States had more 
gold than was necessary. Suppose the so-called “excess gold” 
had been exported. Would not the ultimate gold ratio have been 
much below the actual ratio shown for 1927, namely, 18.3 per 
cent? In order to answer this question it is necessary to have 
some estimate of the amount of “excess gold.” This matter is 
discussed at length later on, but we may anticipate the results of 
discussion at this point. The lowest normal ultimate ratio would 
be about 14.5 per cent.’ This ratio is only slightly below pre-war 
ratios. In brief, assuming the utmost economy under the Federal 
Reserve Act, we find that the ultimate ratio of gold stock to non- 


* That is, under the conditions described on pp. 12-13. 
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gold money and demand deposits would not have been appre- 
ciably lower than the actual corresponding ratio before the Fed- 
eral Reserve Act was adopted.*® The Reserve Act did not reduce 
ultimate gold ratios at an unusually rapid rate. 

This result is striking. It contradicts an assumption which is 
banking gospel almost everywhere, namely, that the Federal Re- 
serve Act effected a drastic cut in gold-reserve requirements. 
One authority declares: “All future additions to the stock of 
gold in the country will provide the basis for at least twice as 
great an increment to the volume of credit as was possible in the 
later years of the national banking system.’”™* Another authority 
declares: “The gold dollar thus withdrawn from hand-to-hand 
circulation and used as the basis of note issues has its efficiency 
increased two and a half times. If the same dollar in turn is 
taken out of note issue reserve and put into a 35 per cent gold 
reserve in a central bank against deposits .... , we have 
multiplied the monetary efficiency of our original hand-to-hand 
circulating gold coins about forty-three fold.’””* 

Without multiplying citations, we may assume these state- 
ments to be fairly representative of the predominant view. Al- 
though the significance of the statements is often more implicit 
than explicit, nevertheless there can be no serious doubt that the 
doctrine is that a very great net reduction in gold reserve re- 
quirements took place under the Federal Reserve Act. 

The fact which has been overlooked in all such viewpoints is 
that the reduction in legal reserves behind deposits is in large 
measure offset by the new requirements for independent reserves 
back of notes. The new system of note issue is so wasteful of 
gold that the final net reduction in gold reserves behind notes 
and deposits combined is of minor importance. 

This proposition requires explanation. The following section 

*” The ultimate percentage ‘of gold to non-gold money plus individual de- 
posits of all banks would have been about 6.6 as compared with an actual of 8.3 
in 1927 and 9.3 in 1914 (see p. 14). The decline to 6.6 is attributable chiefly to 
the rapid growth of time deposits as compared with demand deposits since 1914. 

“0. M. W. Sprague, American Economic Review, XI (March, 1921), p. 18. 

™E. W. Kemmerer, American Economic Review, Supplement, March, 1928, 
p. 69. 
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will attempt to make clear why it is correct. Starting with the 
observed statistical fact that ultimate gold reserve ratios have 
not fallen at any unusual rate under the Federal Reserve System, 
we may inquire wherein wastes offset economies, and whether 
the wastes are inherent in the Federal Reserve Law. 


VI. CENTRAL BANK GOLD RESERVE REQUIREMENTS 


The United States has at present a certain amount of excess 
or redundant gold. A considerable a:nount of this gold is listed 
in official reports as “gold outside the Federal Reserve Banks.” 
It consists in part of gold in circulation, but mostly of gold de- 
posited with the Treasury as 100 per cent backing for gold cer- 
tificates. One indicator of the existence of this excess gold may 
be found in the abnormally high reserve ratios of the Federal Re- 
serve banks. These central bank reserve ratios have been above 
the ratios which are considered reasonably safe. Presumably a 
reasonably safe ratio would be above the familiar 40-35 per cent 
legal minima—just how much above remains to be estimated in 
later paragraphs. If we are to set up a state of affairs in which 
the maximum economy is to be attained, we must establish the 
conditions under which the “excess” gold would be dispensed 
with. This would require that gold be concentrated in Reserve 
bank vaults, and central bank reserve ratios be scaled down to 
the lowest levels consistent with safety. These conditions are 
fulfilled in a calculation of the following form. Data are for the 
middle of 1927. 

First, we shall assume that gold now outside the Federal Re- 
serve banks and either in circulation or held by the Treasury as 
backing for gold certificates is concentrated in Reserve banks, 
and that Federal Reserve notes are issued in substitution for the 
gold thus withdrawn from outside uses. The new notes so issued 
plus the present volume of Federal Reserve notes would amount 
to $3,113,000,000. The law permits the backing to consist of 40 
per cent gold and 6c per cent commercial assets. But this the- 
oretical division of collateral is not attainable unless the volume 
of commercial paper is great enough to equal 60 per cent of the 
notes issued. In the present case, 60 per cent of the notes issued 
would be $1,867,800,000. But the actual commercial collateral 
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available (bills discounted plus bills bought in the open market) 
was only about $654,000,000.* The difference between this 
amount and the total Federal Reserve note liability would be 
$2,459,000,000. This sum represents the amount of gold col- 
lateral necessary to bring the total collateral up to 100 per cent 
of the notes. Hence, given the then existing volume of commer- 
cial collateral, a gold backing of about 80 per cent would be re- 
quired. Commercial paper would be adequate to furnish only zo 
per cent of the backing. Although commercial collateral may be 
theoretically permitted, the actual amount could not exceed the 
portfolio of the Reserve banks at the time. In the foregoing case 
all notes above approximately the first billion dollars must be in 
effect gold certificates. 

In substance, this gives us the equivalent of the English sys- 
tem of a limited fiduciary note issue and a roo per cent gold- 
backed issue for all amounts above the fiduciary issue. American 
authorities have often complimented the Federal Reserve Sys- 
tem on its “scientific” principle of note issue, a principle sup- 


* This figure applies to only one given period, and it may be objected that 
the volume of eligible collateral has the power in the future of adjusting itself to 
growth requirements as they arise. This objection doubtless expresses the view 
of those who have always held to the theory that the Federal Reserve note has 
ideal automatic elasticity and will ever adjust itself quickly to the changing needs 
of trade. The answer to this objection involves a rather extensive statistical 
study, and the writer plans to present such material in a later article. However, 
in the present argun:znt, certain phases of the answer need to be set out, even 
though in very brief form. If the growth requirement of note circulation esti- 
mated before (namely, 3.5 per cent per annum) is approximately correct, then at 
present the annual increment necessary would be in the neighborhood of $175,- 
000,000. Sixty per cent of this sum would be $100,000,000. The latter amount 
may be taken as the increment of fiduciary collateral required of Federal Reserve 
banks. This increment represents 15.2 per cent of the actual stock of such col- 
lateral at the middle of 1927. In other words, an increment of 3.5 per cent in note 
circulation would require an increment of 15.2 per cent in collateral holdings of 
the central banks. The latter rate is, of course, quite unattainable as a secular 
trend proposition. The essence of the case is that secular trend of Federal Reserve 
bank earning assets eligible for note-backing gives a yearly increment quite un- 
correlated with the yearly increment required by secular trend of note issue. The 
critical reader may select dates when the precise relations outlined above are not 
realized, but such a procedure does not touch the heart of the proposition, which 
is that fundamentally the growth prospect of note collateral is inadequate to fulfil 
the hopes of the framers of the Federal Reserve Act or the requirements of sec- 
ular trend of note issue in the United States. 
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posedly very different from the English principle. Curiously 
enough, many English authorities advocated amalgamation of 
the note issue of England on the supposedly scientific principle 
of the Federal Reserve note. If they had fully realized the situa- 
tion they would have known that the two principles are funda- 
mentally the same. Both allow a basic fiduciary issue and re- 
quire all additional issue to be gold certificates. If the English 
bankers had amalgamated currency notes and bank notes on the 
basis employed in the Federal Reserve note, they would soon 
have discovered that they had not thereby effected the degree of 
reduction in gold requirements which they anticipated, and so 
far as the principle of note issue is concerned, they would virtu- 
ally have been back upon the traditional principle, with slight 
modifications, of a limited fiduciary issue. 

Of course, there is a certain difference in the method by 
which the volume of the fiduciary issue is arrived at. In the Eng- 
lish system a fixed amount is prescribed, whereas in the Ameri- 
can system a fixed amount results from the nature of the case, 
since only a limited volume of commercial assets is available. 
This difference, after all, is not of much significance, except in 
temporary emergencies. Since, in this discussion, long-run trends 
are under survey, we can ignore the temporary crises and con- 
sider the fairly permanent conditions which bear upon the prob- 
lem. We are considering economies which affect the secular trend 
of gold requirements. The question may be raised: Why not 
take the maximum volume of commercial paper at the peak of a 
cycle of activity rather than a midway or minimum volume later 
in a cycle? The answer, of course, is that in dealing with long- 
time trends we must have collateral which is permanently avail- 
able, and collateral peculiar to an expansion boom is not per- 
manently available. Even the preceding calculation, based on 
1927 data, is too liberal in estimating the volume of commercial 
collateral permanently available because the amount then out- 
standing was well above the volume held a banks dur- 
ing periods of business depression. Nevertheless we may make 
calculations based upon those data because we are erring on the 
side of overestimating the possible economy in gold backing 
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rather than of underestimating it. We are, in brief, using in sup- 
port of our thesis data which are thoroughly conservative. The 
actual permanent fiduciary note issue would be less than we have 
assumed in the data used. The estimate that $2,459,000,000 of 
gold would be required in order permanently to support $3,113,- 
000,000 of Federal Reserve notes is too low rather than too high. 
As a second step, let us assume that the Reserve barks need 
to keep a 50 per cent gold reserve behind their deposits. This 
proportion is sufficiently above the 35 per cent minimum require- 
ment to afford a cushion against emergencies. At the middle of 
1927 such a 50 per cent requirement would have taken $1,156,- 
000,000 of gold. This sum, combined with the $2,459,000,000 
gold requirement behind notes, gives a total gold reserve of $3,- 
615,000,000. Over against this, on the liability side, there would 
have been $3,113,000,000 of Federal Reserve notes and $2,312,- 
' 000,000 of deposits, or a liability total of $5,425,000,000. The 
per cent of reserves to liabilities would have been 66.6. 
The method of arriving at this result may be expressed as a 
formula: 
(1) Normal reserves=(F.R. notes—commercial paper collat- 


eral) + {Sepoet’) 


(2) Liabilities =F.R. notes+-deposits 
Required reserves 
Liabilities 

The significance of this formula is to give an approximate 
concept of the probable minimum gold requirement under exist- 
ing law and practice. The concept is a ratio much higher than 
the 40-35 per cent minima, and even much above the 50 per cent 
ratio which many students have seemingly accepted as about a 
normal safety ratio. The actual ratio possible as a long run phe- 
nomenon is, as estimated before, in the neighborhood of 66.6 per 
cent, or, to give considerable latitude to the estimate, let us 
broadly say about 60 to 70 per cent. 

Two possible objections may be anticipated at this point. 
First, it may be objected that commercial paper may expand far 
beyond the amount which happer.cd to be on hand at the date on 





(3) Normal ratio= 
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which this computation was made. Table XI therefore shows the 
effects of various quantities of commercial paper upon the final 
ratio. All other data are the same as those employed in the fore- 
going calculation. 

Obviously, even if commercial paper ran as high as $1,200,- 
000,000, the normal reserve ratio would be nearly 60 per cent. 
But this hypothetical amount of commercial! p2ner is so contrary 
to realities when we are looking for permanently available col- 
lateral that it should be eliminated. It would mean that large 
numbers of member banks had become continuously in debt to 


TABLE XI 


Errect oF COMMERCIAL PAPER ON 
NorMAt RESERVE Rat1o* 
(DATA AS OF THE MIDDLE OF 192’) 








Commercial Paper on - ee 





58. 
60. 


4 
2 
9 
6 
2 





63. 
67. 
7i. 





* The term ‘ “normal” is is used to refer to the 
reasonably safe ratio which should be to 
peeve over periods of time such as are comp! 
—y a7 f.5 conce A “secular trend.” Not ing 
be read into the term “nor- 
mal” as sure employed. 


Reserve banks, a condition frowned upon alike by good banking 
standards and by Federal Reserve administration. It would 
mean frozen assets of Reserve banks and an abuse of the Federal 
Reserve system. As pointed out earlier, the amount of commer- 
cial paper held by Reserve banks in 1927 was a high figure when 
we are thinking in terms of permanently available reserves. 

The second objection to be anticipated is that the Reserve 
banks may produce secondary expansion by purchasing United 
States securities in the open market. Such purchases would not 
lower the normal ratio so far as note issue is concerned, because 
they would not mean any increase in commercial paper collat- 
eral. The securities themselves are not eligible as collateral for 
note issue. Moreover, such purchases would not lower the nor- 
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mal ratio so far as deposits are concerned, because we have al- 
ready assumed a secondary expansion which amounts to 50 per 
cent of deposits. Any further secondary expansion would drive 
this ratio below the safety point. 

Neither objection to our estimate of the normal reserve ratio 
is valid. Given the banking law as it stands and the general rela- 
tionships between currency and credit which prevail, a Reserve 
bank ratio of from 60 to 70 per cent is necessary. The reason 
why the ratio cannot fall lower is chiefly that only a minor part 
of Federal Reserve notes can be a fiduciary issue. The bulk of 
them must be tantamount to gold certificates. 

In Section IV, three classes of economies were mentioned, of 
which the third was “new economies created in the future at a 
progressive rate well in excess of that which has prevailed in the 
past.” The chief possibility under this heading was said to be 
the lowering of the Reserve bank ratios by elimination of “excess 
gold.” But the present section has shown that this possibility is 
narrowly limited. Owing to heavy gold requirements for note is- 
sue, the reductions in deposit reserves are not net economies. 
The reserve ratios, assuming all gold to be concentrated in order 
to realize ytmost economy, could not be expected permanently 
to fall below 60-70 per cent. Clearly, therefore, the possibility 
of reducing gold reserve requirements by lowering central bank 
ratios is small. An estimate of the possible extent of this form of 
economy will be attempted in the following section. 


VII. EXCESS GOLD STOCK 


Growth requirements of gold cannot be met for long from 
excess gold stock. Moreover, a continued external drain of gold 
will encounter limits earlier than has often been assumed. These 
inferences grow out of the following analysis of the so-called 
“excess gold” of the United States. 

If the United States were to grow up to this excess stock, the 
time necessary would be about 4 years. This estimate is arrived 
at by projecting the growth requirements computed in Sections 
II and III of this discussion. This method may be applied in 
either of two ways: first, by projecting the growth requirements 
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of money and deposits and deriving therefrom estimates of the 
necessary gold reserves; second, by projecting the growth re- 
quirements of gold stock directly.** 
The results of the two methods are presented in Table XII. 
In order to determine how quickly the United States would 
grow up to her excess gold stock we have only to compare actual 
gold stock with the estimated requirements of gold stock. In 


TABLE XII 


ProyecTep GrowTH REQUIREMENTS OF GOLD Stock 
or FepERAL RESERVE BANKS 








First Method Second Method 





$3, 615,000,000 $3,615 ,000,000 
3, 816,000,000 3,770,000,000 
4,026, 000,000 3,932,000,000 
4, 246,000,000 4, 101 ,000,000 
4,475 ,000,000 4,277 ,000,000 
4, 716,000,000 4,461 ,000,000 
4,968 ,o00 ,c00 4,652,000,000 
5, 231,000,000 4,852,000,000 
5, 505,000,000 5,060, 000,000 











March of 1928 the actual gold stock stood at approximately $4,- 
350,000,000. The estimated required stock stood at $3,816,- 
000,000 according to column 1 of table on page 25, footnote, and 
at $3,770,000,000 according to column 2. Hence, the excess gold 
stock according to the first method of estimating was $534,- 
000,000, and according to the second method, $580,000,000. In 
like manner a year-by-year estimate may be made of excess gold 
stock (see Table XIII). 


“The assumptions underlying these methods of projecting growth require- 
ments require explanation. In the first method we start with an estimated normal 
gold stock in 1927 of $3,615,000,000. This estimate has already been explained 
on p. 23. It is derived from calculations of the necessary central gold reserves 
back of notes and deposits. In projecting this estimate we carry forward money 
in circulation ($4,895,000,000 in 1927) at the compound rate of 3.5 per cent per 
annum, and deposits of Federal Reserve banks ($2,341,000,000 in 1927) at the 
compound rate of 6.3 per cent per annum. The derivation of these rates has been 
explained on p. 6. It should be noted that the latter rate, 6.3 per cent, was de- 
rived from individual deposits of all banks but is here applied to deposits of Fed- 
eral Reserve banks. The justification of this new application of the rate lies in 
the assumption that deposits of the central banks will bear a fairly stable rela- 
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Table XIII indicates that the difference of method makes 
only about a year’s difference in the date when excess gold stock 
would be exhausted. The country would have grown up to gold 
stock at the end of 4 years according to the first method and at 
the end of 5 years according to the second. In brief, the country’s 
present gold stock is only sufficient to take care of growth re- 
quirements over a period of 4 to 5 years. By about 1931, excess 
gold stock would be completely absorbed. 


TABLE XIII 











Excess Gotp Srocx 





First Method 


Second Method 





$534,000,000 

324,000,000 

104,000,000 
None 
None 


$580,000, 000 
418,000,000 
249 , 000,000 

73,000,000 
None 











This conclusion, of course, takes no notice of possible gold 
exports. However, it must be obvious that a net gold export of 
$100,000,000 a year would mean that the excess gold stock 


would be completely absorbed from 1 to 2 years earlier than 


would otherwise be the case. 
In any event, the United States is much nearer the point of 
complete absorption of her gold stock than has commonly been 


tion to the individual deposits of all banks. If charted on a logarithmic scale the 
lines of projection of the two series would run parallel to each other. 
The yearly increments of money in circulation and of Reserve bank deposits, 
when these series are projected into the future, are as follows: 
Yearly Increment, Yearly Increment, 
Year Money in Circulation Reserve Bank Deposits 

1927-28 : ‘ . . ; . $271,000,000 $147,000,000 

1928-29 ‘ 7. j ‘ ; 177,000,000 156,000,000 

1929-30 . ‘ ‘ ‘ 183,000,000 166,000,000 

1930-31 ‘ : . 189,000,000 177,000,000 

1931-32 . : ; 196,000,000 188,000,000 

1932-33. . 203,000,000 200,000,000 

1933-34 . , P 210,000,000 212,000,000 

1934-35 217,000,000 225,000,000 


The next step is to ascertain the yearly gold reserve increment required as 


backing for each of these series. With respect to money in circulation, it is pre- 
sumed that increases take the form of Federal Reserve notes. It has been shown 
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assumed. Some students have estimated that this country could 
lose a billion to a billion and a half dollars of gold without en- 
croaching upon normal reserve requirements. That all such esti- 
mates grossly exaggerate the volume of redundant gold is appar- 
ent from the present analysis.** 


above (p. 19) that in 1927 the actual backing of notes, when gold is concentrated 
in central reserves, would be about 80 per cent gold and 20 per cent commercial 
paper. In order to be thoroughly conservative, we may arbitrarily write this gold 
ratio down, making the respective ratios read 75 and 25. Hence, to get the mini- 
mum gold backing of column 1 of the above table, we take 75 per cent of each 
yearly increment. With respect to the gold backing for deposits, we take 50 per 
cent of each yearly increment of column 2. The selection of 50 per cent is made 
because this allows a certain cushion above the emergency legal minimum of 35 
per cent. The sum of these two computations gives the yearly gold increment re- 


quired. The amounts are as follows: 
Gold Increments 


Year Required, Yearly 
1927-28 ‘ : : : F ; . $201,000,000 
1928-29 . . . , : P . 210,000,000 
1929-30 - ’ ; ‘ : . 220,000,000 
1930-31 ‘ ; ans . : . 229,000,000 
1931-32 rw ade ; . 241,000,000 
1932-33 ‘ ; ‘ 4 , . . 252,000,000 
1933-34 ' ; ‘ ‘ , ; - 263,000,000 
1934-35 — ‘oe mer . «+ 294,000,060 


If the gold stock required in 1927 be projected, following the second method, 
directly at the rate of 4.3 per cent per annum (see p. 5) the resulting gold incre- 


ments are as follows: 
Gold Increments 


Year Required, Yearly 
1927-28 : : ‘ , ' , . $155,000,000 
1928-29 i : ¢ ; . ; 162,000,000 
1929-30 ‘ ‘ ‘ ‘ ; ‘ , 169,000,000 
1930-31 ° ‘ . ‘ : ‘ ‘ 176,000,000 
1931-32 ‘ ; ‘ , ‘ ' , 184,000,000 
1932-33 ; ; : : . ; : 191,000,000 
1933-34 , ‘ . ; , ; - 200,000,000 
1934-35 : . : : , , . 208,000,000 


The former estimate runs somewhat above the latter estimate, but the di- 
vergence is such as to suggest that the latter estimate is a conservative minimum. 
Cumulative totals of gold stock may be computed from each of these series, with 
the result shown in Table XII on p. 24, above. 

* The results set forth in this section are of interest from the standpoint of 


the relation of United States gold requirements to the new gold produced by the 
world each year and available as money, i.e., not consumed in the arts or hoarded 
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VIII. NOTE ISSUE AND GOLD ECONOMY 
Although the foregoing analysis has involved a wide variety 
of estimates and calculations, the writer would make it clear that 
the minutiae of these calculations are not the primarily impor- 
tant thing. Doubtless another investigator would readily find 
that this figure is a little too high or that figure a little too 
low. Doubtless some estimates are above and others below those 
which subsequent revisions will warrant. But all such quibbles 
over mechanical details are after all quite beside the point. The 
method of analysis, if it is open to objection, should be criticized 
because of some fundamental flaw in technique or assumption, 
but not because the present writer has selected data a little dif- 
ferent here and there from that which another investigator of the 
same problem might prefer. If the method of analysis is ac- 
cepted, then the basic conclusions are the same, no matter what 
minor numerical questions may be open to doubt. In general, 
whenever there has been any obvious doubt about the data, the 
most conservative figures have been selected. Understood in this 
light, the analysis gathers force and significance. The results 
bear upon many of the most important issues of finance and 
statecraft which confront the various countries at the present 
day. Although the applications are too numerous to permit ex- 
tended discussion in this article, nevertheless certain suggestions 
may be presented as a means of indicating the far-reaching con- 
clusions which follow from the method of analysis here set up. 
At the beginning of this article the central problem was 
stated in these terms: Are the economies in gold usage now in 
prospect adequate to support an expansion of bank reserves, 
bank notes, and bank deposits such as to maintain a stable price 
level over the long-time period? If the analysis here presented 
is sound, we are in a position to answer quite definitely that the 


in the Orient. In a separate paper the writer has estimated new gold available as 
money during the next few years at about $180,000,000 annually. It will be noted 
that this sum is approximately the same as the yearly increment in gold reserves 
of the United States alone in about 1930 (see Table XII, p. 25, note). At that 
date the United States would require all of the world’s gold production available 
as money. To obtain this gold practically the entire amount would have to be 
imported. 





28 L. D. EDIE 


gold economies are far from adequate for the purpose of price 
stabilization. Price stabilizationists of every school and creed 
are here confronted with a forbidding barrier to their program. 
The loose faith which many have expressed that somehow the sit- 
uation will take care of itself is seen to be an illusion. Given the 
existing banking law and structure, we are headed toward a situ- 
ation in which price stabilization is unattainable. This predica- 
ment should be faced frankly and squarely by all who are inter- 
ested in a stable monetary unit, to the end that ways and means 
of overcoming it may be canvassed. 

The great offender against stabilization is the method of 
modern note issue. If we have done nothing more than impale 
the arch-enemy of price control, we have developed a most worth- 
while result. The indictment of modern note issue as the great 
waster of gold may at first seem mistaken, since we are accus- 
tomed to think of the Federal Reserve note as the last word in 
scientific note issue. But the indictment is drawn against a flaw 
in that system of note issue—a flaw which has been almost en- 
tirely ignored. The flaw lies in the failure to provide proper 
secular elasticity of note issue. So much has been claimed for 
the Federal Reserve note on grounds of elasticity that students 
of the subject are familiar with its seasonal, cyclical, and emer- 
gency elasticity. But the same cannot be said when secular elas- 
ticity is under consideration. The whole discussion of note elas- 
ticity, so far as the writer can ascertain, is practically devoid of 
clear recognition of the necessity for secular growth of note issue 
under conditions which would permit economy in gold backing. 
What is the practical consequence? Although we commonly 
boast that more than go per cent of all trade is conducted by the 
use of checks, without the direct intervention of currency as a 
medium of exchange, nevertheless we find that more than two- 
thirds of our gold stock is consumed as backing for the note cir- 
culation which takes care of the remaining 10 per cent of trade. 
More than nine-tenths of all transaction are settled by the use of 
demand deposits, but the remaining one-tenth, settled by note 
currency, ties up more than two-thirds of our total gold reserves. 
The nine-tenths, settled by deposit accounts, ties up less than 
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one-third of our total gold reserves. As long as this arrangement 
prevails it is futile to expect any very drastic net economies in 
gold, from the standpoint of secular trend periods of time. There 
is nothing in the Federal Reserve System which solves this prob- 
lem. Only a narrowly limited number of Federal Reserve notes 
can have commercial paper collateral, for the reason that there 
is not enough commercial paper available to back any more. 
Under the utmost economy, with all gold centralized in our Fed- 
eral Reserve banks, the bulk of the Federal Reserve notes can 
be nothing other in fact than gold certificates. 

If, therefore, the Treasury carries out its policy of retiring 
national bank notes and substituting therefor Federal Reserve 
notes, the result will be to segregate about $700,000,000 of gold, 
now free for other uses, to be impounded as backing for new 
Federal Reserve notes. The national bank notes are backed by 
100 per cent collateral in the form of United States bonds and by 
a 5 per cent lawful money redemption fund in the Treasury. Of 
course the banks are required to redeem such notes in gold upon 
demand, but no specific gold fund is set aside for this purpose. 
The general reserves already maintained in vault, in bank bal- 
ances, or in Reserve banks serve the added purpose of preserv- 
ing convertibility of national bank notes. But if Federal Reserve 
notes were to be substituted for national bank notes, a specific 
gold backing would have to be set aside. Nominally, this back- 
ing might be in the ratio of 40 per cent gold and 60 per cent com- 
mercial paper. Actually, it would have to be practically 100 per 
cent gold. Commercial paper is limited in volume by the tem- 
porary needs of member banks for funds. It would in no way 
increase merely because Federal Reserve notes had taken the 
place of national bank notes. Hence it would not be available 
to make up the 60 per cent backing, and gold would have to be 
utilized to make up the full 100 per cent. Although undertaken 
in the name of economy, this policy of note substitution will nec- 
essarily lead to a waste of several hundred millions of dollars of 
precious metal. 

If we have singled out the real culprit which sins against the 
interests of secular gold economy we are in a better position to 
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appraise the significance of measures which are commonly relied 
upon by price-stabilizationists to accomplish their cherished ob- 
jective. I refer to all such measures as the “gold exchange stand- 
ard,” “the co-operation of central banks,” or “the international 
pooling of reserves.” For the most part these measures pass over 
the crux of the difficulty. None of them separately, nor all of 
them together, can offset the secular exhaustion of gold by the 
prevailing practice of note issue. The range of possible econo- 
mies by such devices is too narrow and limited to serve the neces- 
sities of an effective price-stabilization program. 

We live in a credit economy, but adhere to forms of note is- 
sue suited to a currency economy. We aspire to control of our 
unit of account but face serious wastes in gold usage which pre- 
vent realization of that end. We devise many new schemes to 
effect gold economy, but reach early limits to economy as long as 
more than two-thirds of our gold stock is consumed as backing 
for that one-tenth of our media of exchange which consists of 
currency. 

In a subsequent article the writer will endeavor to present 
the positive side of the case and to set up the constructive pro- 


posals which seem appropriate as a solution of the difficulty here 
outlined.*® 


L. D. Epre 
University or CHICAGO 
* This article was drafted before the half-billion-dollar exodus of gold in 


1927-28 took place. The effect of this loss upon interest rates and upon central 
bank policy tends to bear out the doctrines of this paper. 





“CAPITALISM” 1N RECENT GERMAN LITERATURE: 
SOMBART AND WEBER—Concluded 


AX WEBER has none of Sombart’s concentration of 
M attention upon a single line of development. His re- 
searches extend over the whole of human history. He 
investigates the classic world, China, India, ancient Judea, and 
others. But it always remains his purpose to throw light upon 
the problems of modern society, and especially upon modern 
capitalism.** Thus in spite of methodological differences between 
the two scholars, the one working genetically, the other by the 
comparative method, with the aid of “ideal types,” the final ob- 
ject in view is the same, to understand the peculiarities of our 
modern economic and social situation. None the less the differ- 
ence of method is, as I shall hope to show, responsible for some of 
the most important differences between the two authors. 

The “ideal type” (Jdealtypus) is Weber’s special instrument 
of sociological analysis. He asserts that the historical social sci- 
ences are faced with an infinite variety of facts from which a 
selection for purposes of analysis must be made. The objective 
of these sciences is the knowledge and understanding of specific 
individual cultural phenomena in their uniqueness, as different 
from all others even of similar character. These “historical in- 
dividuals”*™ he seeks to “understand” in terms of the human mo- 
tives which have given rise to the social action summed up in 
them. The standard under which a group of actions is to be 
brought together as a historical individual is the “significance” 
(Bedeutung) of those actions for human ends and values. Hence 
the discovery of uniform relations and their formulation in terms 
of “laws” cannot be the objective of such a science. 

That “understanding” Weber attempts to attain by means 
of the ideal type. It is a special construction in the mind of the 

* See Karl Jaspers, Max Weber: Gedachtnisrede (Tiibingen, 1921). 

** The German term is Historisches Individuum. It refers to a cultural phe- 
nomenon in which many men may be involved. 
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investigator of what social action would be if it were directed 
with perfect rationality” toward a given end. It is not a reflec- 
tion of actual behavior, since it is purposely a “fictitious” con- 
struction, which can never occur in reality. Nor is it an abstrac- 
tion in the ordinary sense which operates under the assumption 
“other things being equal,” for even with respect to the elements 
with which it specifically deals it makes assumptions contrary to 
fact. Nor can it be a hypothesis to be “verified,” nor a general 
concept of a class (Gattungsbegriff) under which many “cases” 
may be included. It isa picture of what things would be under 
“ideal,” not actual, conditions. 

Given this instrument of analysis the investigator may com- 
pare with it the actual record of events in many different in- 
stances and thus attempt to “understand” them, each in its indi- 
vidual uniqueness, by seeing how far they conform to action 
rationally directed toward the given ends, and to distinguish 
such elements as are not “understandable” in these terms. Fur- 
thermore, the single ideal type is directed toward understanding, 
not the whole of the “historical individual,” but only one side or 
aspect of it. A whole would thus be analyzed in terms of several 
ideal types. Finally, this ideal type is never the end of the sci- 
entific investigation, but always a means to understanding. It 
has no “reality” in itself; it does not “reproduce” reality, but is 

* The “perfect rationality” meant by Weber may not always be a perfect, 
but rather a relative, rationality, the degree of which depends on the purpose 
for which the ideal type is constructed. It is always used to separate the rela- 
tively rational from the relatively irrational elements of the situation to be 
analyzed. However, the ideal type based upon the perfectly rational adaptation 
of means to given ends (what he calls sweckrational) is the most important class 
for Weber. As he says (Wirtschaft und Gesellschaft, 2 and 3): “For scientific 
analysis working with ideal types, all irrational, emotionally determined com- 
plexes of behavior, which influence action, are most easily investigated and pre- 
sented as ‘deviations’ from a construction of the purely rational (with regard 
to means) order of occurrence in them.” And again: “The construction of a 
strictly rational course of action serves the sociologist in these cases, on account 
of its evident understandability and lack of ambiguity, . . . . as an ideal type 
for the purpose of understanding real action which is influenced by irrationali- 
ties of all kinds, in terms of their ‘departure’ from what the action would be if 
it were purely rational.” Only in this sense is Weber’s sociology to be considered 
rational. It makes no assumption as to the actual relative importance of the 
rational elements in social life. 
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a fiction, always involving assumptions purposely contrary to 
fact. Its function is to form a standard for the systematic selec- 
tion, arrangement, and analysis of the historical facts. 

In this process Weber does not exclude “values” from his 
consideration, but the whole point of his method is to analyze so- 
cial action in terms of them, and to include in his analysis only 
what can be understood in such terms. But none the less he 
claims objectivity for his method, since it takes the values as 
given and attempts no ultimate judgment or criticism of them. 
He does, however, deal with them in attempting to refine the 
values he finds in history into ideal types of themselves.** 

Investigation of Weber’s work,”” however, has shown that 
while all this is true of one class of ideal type, there is another 
group of concepts which Weber calls ideal types, but which are 
of a quite different nature. They are directed toward one partic- 
ular historical individual and are applicable only to it, are thus 
historical and not general concepts like the others. Secondly, 
they attempt to work out the whole “essence” of the thing, not 
just one side of it. Such a concept cannot be purely a means, but 
its construction must be in some measure the end of the investi- 
gation in question. That Weber calls both ideal types without 
distinguishing them leads to serious confusion, a confusion which 
is especially marked in his analysis of capitalism, as I shall show 
at the end of the discussion. 

The propositions of abstract economic theory were thought 
by Weber to be ideal types in the first sense, a view perhaps not 
very different from its conception as an “engine of analysis” 
which has become common in English theory in recent times. In 
the latter of the two senses the “theory” of Sombart may be said 

™* This question of the objectivity of his type of social science is one of the 
most difficult aspects of Weber’s position. It unfortunately cannot be discussed 
here. For his viewpoint see “Die Objectivitaet Sozialwissenschaftlicher Erkennt- 
nis, Ges. Aufsaetze sur Wissenschaftslehre, pp. 146 ff. 

* For the best analysis of Weber’s methodology see A. von Schelting, “Die 
logische Theorie der historischen Kulturwissenschaften von Max Weber usw.,” 
Archiv fiir Sozialwissenschaft und Sosialpolitik, Bd. 49. Parts of Weber’s own 
writings which deal with the problem of the ideal type are: several of the 


essays in the volume Gesammelte Aufsdtze sur Wissenschaftslehre and the first 
part of “Wirtschaft und Gesellschaft,” Grundriss der Sozialoekonomik, Vol. ITI. 
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to consist of ideal types, of which that of capitalism was the most 
interesting for this paper. It is a picture of the rationalized and 
distilled “essence” of the epoch, free from all the irrationalities 
of the actual historical material. But it is definitely historical, 
not general. 

Unlike Sombart, Weber never developed a unified theory of 
capitalism. In spite of the fact that a very large proportion of 
his sociological work was devoted to this problem, he left only a 
number of fragments which from our point of view are to be re- 
garded as special investigations.*° It is thus unavoidable that in 
piecing these together a certain element of construction should 
enter in. 

At the outset there is the difficulty that Weber seems to have 
used the term “capitalism” in two different senses without clear- 
ly distinguishing them. It is necessary to analyze them both and 
to keep them distinct from one another. They may be called 
“capitalism in general” and “modern capitalism.” 

The first is, one may say, an ideal type in the former of the 
foregoing senses. It is a general concept in terms of which many 
different sorts of capitalism, such as, for example, colonial, 
finance, and political, may be analyzed. It is thus not a his- 
torical concept in the same sense as Sombart’s capitalism, but 
stands above and beyond all historical periods, serving in the 
analysis and comparison of one aspect of many of them. It is 
built upon a general economic concept of capital which Weber 
defines as “goods which are devoted to securing a profit in ex- 
change,” i.e., having about the same connotation as Boehm- 
Bawerk’s “private capital.” Thus capitalism is a system in which 
such goods are used, or play a prominent part, and may be de- 
fined most generally as a system of (rationally conducted) ex- 
change for profit. It is a purely economic category, and Weber 

* Those of Weber’s works which bear upon this problem are above all the 
three volumes of the Gesammelie Aufsaetse zur Religionssoziologie, especially 
the first essay, “Die protestantische Ethik und der Geist des Kapitalismus”; vari- 
ous parts of his great general work on sociology, Wirtschaft und Gesellschaft, the 
essay “Agrarverhiltnisse im Altertum” in the Ges. Aufsdtze sur Sozial- und 


Wirtschaftsgeschichte; and the General Economic History (English transla- 
tion of Wirtschaftsgeschichte by Professor F. H. Knight). 


™ Agrarverhiltnisse im Altertum, p. 13. 
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explicitly excludes all social components, such as a factory sys- 
tem using free labor, etc., from it. 

It is unnecessary to point out that this is not a solution of the 
problem of modern capitalism which has absorbed Sombart’s 
attention and which is the subject of this paper. And Weber is 
quite clear about that. In spite of his continual re‘: ences to 
capitalism in antiquity and other times, he is very careful to 
point out the vital differences between all those and modern 
society. 

There is, however, some relation to modern conditions in 
that all capitalism is classed as essentially acquisitive. “A cap- 
italistic action is one which is oriented to the exploitation of op- 
portunities for profit in exchange, that is (formally) peaceful 
opportunities.”** Thus it is directed toward acquisition and not 
toward the satisfaction of need, driving the same “wedge” be- 
tween the immediate and the ultimate end of economic action, as 
Sombart pointed out. But although capitalistic activity is di- 
rected toward acquisition, Weber refuses to identify capitalism 
or the spirit of it with a psychological instinct or impulse of ac- 
quisition. He says: “Capitalism may even be identical with the 
suppression, or at least the tempering, of this irrational impulse. 
But that does not mean that capitalism has nothing to do with 
acquisition. On the contrary, it is identical with the struggle for 
gain in a continuous, rationally conducted capitalistic enterprise, 
a struggle for ever renewed profit, for rentability. And it must 
be. In a capitalistic order of society as a whole an enterprise 
which did not strive for gain would be condemned to destruc- 
tion.’”** 

Thus Weber emphasizes the same thing as Sombart: that 
capitalism forces the individual business man into the race for 
profit, not because he is venal by nature, not because it repre- 
sents the highest values in life for him, but because his enterprise 
must earn profit or go under. It is the objective system to which . 
the individual must conform if he wants to do business at all. 
The remarkable thing is that this objectivity appears at a point 

™" Wirtschaft und Gesellschaft, p. 48. 

™ Religionssosiologie, I, 4. 
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where Weber is obviously speaking of capitalism in general, 
whereas Sombart makes it a characteristic of modern capitalism. 
The key may perhaps be found in the words “in a capitalistic 
order of society as a whole.” Weber says there were capitalistic 
enterprises at many times and places, and hence, in a broad 
sense, capitalism; but he would maintain that only in the mod- 
ern occident has there been a sufficient number of them to domi- 
nate society as a whole. Hence the difference between the dif- 
ferent sorts af capitalism would be for him one of degree. But 
that is not the whole story, as will be shown presently. 

In the foregoing quotation a further element has appeared 
which was not contained in his original definition of capitalism, 
but evidently applies to “capitalism in general.” That is, the 
struggle for. gain is in a “centinuous, rationally conducted cap- 
italistic enterprise.” This rationality, by which he means neither 
“reasonableness” nor a high degree of theoretical scientific de- 
velopment, but a thoroughgoing systematization and adaptation 
of practical life to a particular set of ideals, indicates what fea- 
tures of modern society are of importance for his theory of cap- 
italism. That it appears in his discussion of generai capitalism 
indicates that he did not clearly distinguish in his own mind the 
two separate concepts of capitalism to be found in his work. 

But even with this hint it cannot be capitalism in this simple 
form to which Weber refers as “the most fateful force in our 
modern life.”** When one comes to inquire what he did mean by 
that statement one finds him analyzing a highly complex “con- 
stellation” of factors which together form a unique and unified 
whole, what he has called a historical individual. 

His first contribution is a negative one, the definite exclusion 
of the “capitalistic adventurers” from any essential place in 
modern capitalism. Such people are, he says, found at all times, 
and are in no way peculiar to ours. The particular basis of their 
exclusion is the irrational character of their activity which is di- 
rectly opposed to the systematic and rational spirit of modern 
capitalism. This indicates the most essential substantive differ- 
ence hetween the theories of Weber and Sombart. Sombart’s 


™ Religionssoziologie, I, 4. 
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spirit of enterprise is not for Weber harnessed to the chariot of 
capitalism, but remains outside it, even though it may appear 
prominently in capitalistic times. 

The common characteristic of all the principal features of 
modern society, non-economic as well as economic, Weber sees 
in their peculiar type of rationality. Its principal institutions be- 
long to his general type of “rational organization,” or what he 
calls in a special sense “bureaucracy.”** Its main characteristics 
are: rationality, resting on a complex, hierarchically organized 
division of tasks, each with a sharply marked-off sphere of “‘com- 
petence”; specialization of functions, whereby a special premium 
is placed upon expert knowledge of whatever kind it may be; 
and impersonality, in the sense that the ends which the organiza- 
tion serves are impersonal (acquisition, political domination, 
etc.) and that commands are given and obeyed by virtue of a 
“legal” authority vested in the position of the individual who 
gives them, not his personal qualities. 

The. two most important non-economic institutions for 
Weber are the modern state and modern science, both of which 
are organized on Gefinitely bureaucratic principles. He partic- 
ularly emphasizes this aspect of science, which was originally 
based far more on the purely individual accomplishment of 
genius. 

The specific characteristic of modern capitalism on the eco- 
nomic side is what Weber calls the rational organization of free 
labor. “Only the occident has known rational capitalistic enter- 
prise with fixed capital, free labor, and rational division and 
integration of labor, with a division of functions through ex- 
change on the basis of capitalistic acquisition.”** This is in turn 
the key to some other economic features of modern society. Of 
course modern capitalistic acquisition is achieved by at least 
formally peaceful meaus, and Weber emphasizes the aspect of 
stability as a condition of accurate calculation. This is largely 

* “Bureaucracy” is here used in a more general sense than that of common 
speech. It refers to any large-scale organization of the sort indicated, and does 


not carry any of the implications of cumbersomeness, red tape, etc.. which are 
so often associated with it. See Wirtschaft und Gesellschaft, pp. 125-30, 650-78. 


™ Wirtschaft und Gesellschaft, p. 96. 
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carried out by another typical feature of modern times, a ration- 
al system of bookkeeping.*’ 

The development of bookkeeping makes possible still an- 
other highly important phenomenon, the rigid separation of the 
private interests of the business man from those of the business 
unit; not necessarily a spatial separation, though this comes to be 
usual, but in thought and for purposes of calculation the indi- 
vidual is split into two. One is a producer who as such is part of 
a great mechanistic system with no individuality of his own. The 
other is a consumer who has still a part of his life left to devote 
to his family, recreation, cultural interests, etc. But the relations 
between the two tend to weaken, and the business side of life to 
run on its own tracks without regard to the private side. 

It is Weber’s peculiar view that this all-important bureau- 
cracy is essentially the same phenomenon whether it appears in 
a great corporation, a government department, or a political 
party machine. Its spread rests primarily upon its purely tech- 
nical superiority to all other forms of large-scale organization of 
human activity. Capitalism is, one may say, simply bureaucratic 
organization placed in the service of pecuniary profit. 

Weber’s view of the relation of bureaucracy to capitalism 
stands in close relation to the socialistic contention that in the 
transition from capitalism to socialism the state will tend to dis- 
appear. Weber would not put it quite that way, but would say 
that the sharp distinction between economic and political organ- 
ization tended with the bureaucratization of economic life to 
fade out, and that the line of development was in the direction of 
a fusion of the two. The fusion is, moreover, characterized for 
Weber by the fact that the economic element comes to predomi- 
nate over the political. The acquisitive nature of capitalism per- 
meates all modern bureaucracy as distinguished from that of 
other times, and thus justifies the name “capitalism” as the most 
apt designation of modern society. The element of competition, 
which is of primary importance for Sombart, recedes quite into 
the background for Weber. In fact all the specific elements of 


*Sombart also makes a great deal of this point, going very thoroughly 
into the history of bookkeeping methods. Kapitalismus, II, 1, 10 ff., 159-62. 
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capitalism which we think of as contrasting it with socialism— 
competition, private property, production for exchange, class 
antagonism between bourgeois and proletariat, although a part 
of Weber’s theory—are of secondary importance as compared 
with the great central fact of bureaucracy. The final result of 
the development, a great unified organization in the service of 
economic production, would not be far from socialism as ordi- 
narily conceived. 

Bureaucracy is for Weber so fundamental as to dominate all 
aspects of modern society where large-scale administration is 
necessary. “Without it existence, for everyone who was not in 
possession of the necessities of life, would be impossible in any 
society with separation of workers from the means of their work 
and with the necessity for discipline and specialized knowl- 

. edge.’** Thus any conceivable society which retains the mod- 
ern technical basis must inevitably tolerate it. Socialism, as 
already indicated, would not be an escape, but would mean an 
immense increase in the importance of bureaucratic organization. 
So in the aspect which is for Weber by far the most important, 
socialism is not fundamentally different from capitalism, but a 
further stage in the same line of development. It is on this basis, 
not on the ground of their difference, that he rejects socialism. 
This attitude toward socialism brings out perhaps more strikingly 
than anything else the fundamental difference between Weber’s 
view of capitalism and the picture of “free enterprise” common 
in Anglo-Saxon countries. It is interesting to note that for all 
three, Marx, Sombart, and Weber, capitalism and socialism are 
intimately connected in the line of social evolution, but that only 
for the last two does the difference become very much less impor- 
tant than the common elements. That was not true of Marx.” 

The second principal element of Weber’s theory, the spirit 


™ Wirtschaft und Gesellschaft, p. 128. 

*” There is in this view of Weber’s a striking resemblance to Professor 
Schumpeter’s view of “trustified society” as expressed in lectures at Harvard 
University. He states that Western society is developing toward a state to which 
the application of the term “socialism” would be a matter of taste. 
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of capitalism, takes its departure from the dominant fact of 
rational bureaucratic organization. In terms of it he wishes to 
explain its peculiar type of rationality. As already noted, that 
does not mean its “reasonableness.” Whether it is so or not is for 
Weber’s sociological treatment strictly irrelevant. What he 
means by the rationality of capitalism, then, is its nice adapta- 
tion of the whole way of life of the modern man to a particular 
set of values. The next task is concerned with the analysis of 
the nature and origin of that particular set of values, in order to 
show how economic life is to be understood in terms of them. 
These values, which for Weber are in the last analysis of reli- 
gious origin, having done their work have disappeared and have 
left only the rationalized way of life, which Weber calls capital- 
ism, behind them. 

Weber’s attempt to explain capitalism in terms of a partic- 
ular set of ethical values at once brings out his attitude to the 
problems of the economic interpretation of history. The essay 
in which his view is presented* was intended to be a refutation 
of the Marxian thesis in a particular historical case by proving 
that capitalism could only be understood in terms of an ethics 
which preceded it in time. The interesting thing is that Weber 
puts the question in this way: that either a materialistic or a 
spiritualistic interpretation or a compromise between them must 
be accepted. There is no other way of looking at the problem. 
Here he is again on common ground with Sombart.** 

“ “Die protestantische Ethik, usw.,” Religionssoziologie, Vol. I. 


“See below. In another sense Weber accepted the economic interpretation 
of history, namely, as a working principle. Outside the realm of pure economic 
theory he sees the principal task of economics as a historical discipline in the 
investigation of social phenomena on the assumption that the sole moving force 
is economic, leaving the restoration of balance to a wider synthetic view. On 
the other hand, the “sociology” of economic life has the opposite task of analyz- 
ing the influence of non-economic factors, religion, legal institutions, etc., on 
economic activity. Sociology and economics are thus for him correlative points 
of view rather than disciplines with separate subject matters. See Objektivitat 
sozialwissenschaftlicher Erkenntnis, and Schelting, op. cit., p. 705. 

In other parts of his work (the Religionssoziologie taken as a whole) 
Weber backs up the thesis that capitalism is to be understood in terms of an 
ethics by asking the equally fruitful question: why did capitalism not appear 
at any other time or place than in modern Western society? His general con- 
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The first characteristic of the spirit of capitalism he finds in 
the entire absence of any connection with hedonism or utilita- 
rianism. In fact from any hedonisti¢e standpoint it is completely 
irrational. Its central point is the ethical obligation to earn more 
and more money, at the same time avoiding all spontaneous en- 
joyment of life as positively wicked. It involves a highly ration- 
alized disciplining of one’s whole life in the interests of this eco- 
nomic activity, which is thought of as an end in itself. Thus waste 
of time is on the same level with that of money as a sin against 
the discipline and self-control of a capitalistic existence. It is 
not, however, acquisition alone which is at the bottom of the 
thing, but acquisition is in turn the particular expression of an- 
other ideal, that of virtue and proficiency in one’s “caliing” or 
profession. It is the idea of duty in a calling which is the real 
kernel of capitalistic ethics. 

It is evident that this is not simply an ideal of cleverness in 
business, but it is a truly ethical conception. It also has nothing 
to do with an impulse or instinct of acquisition, as has been 
pointed out before. Such an impulse has often been closely as- 
sociated with a traditional manner of administering economic 
affairs, and traditionalism is the most deadly enemy of capital- 
ism. The impulse was also never ethically justified, but rather 
was looked upon as having nothing to do with ethics, or as some- 
thing undesirable, but unfortunately “human nature.” 

The only possible source of capitalistic ethics Weber finds 
in Protestantism, particularly in the “ascetic” branches of the 
movement. It shares both the otherworldly interest in salvation 
and the doctrine of the sinfulness of this world with the Catholic 
faith. To both the “natural man” is sinful and both are thus 
clusion is that in several other cultures (for instance, China and India) the 
strictly economic conditions were at least as favorable to capitalistic develop- 
ment as they were in Europe, but that the economic spirit was in both cases, 
though in each for totally different reasons, so radically opposed to it as to ac- 
count for its failure to appear. It is interesting to note that Weber particularly 
emphasizes the high degree of rationality of both the Chinese social morality and 
the ascetic discipline of India. But the original ethical values being :» differ- 
ent, the outcome also was entirely different from capitalism. It may thus be 


seen that Weber’s view, while based on his analysis of the protestant ethics, is 
reinforced by a comprehensive study of other societies. 
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fundamentally ascetic. But while Catholic asceticism took the 
form of outdoing worldly morality by complete withdrawal from 
the world, the Protestant considered it his duty to work in the 
world and to transform its order into rational activity in the 
service of God. 

How the Protestant was led to this is best explained in 
Weber’s own words: 


Both the rationalization of the world (from a practical ethical, not a 
theoretical, standpoint) and the transfer of the road to salvation from the 
contemplative renunciation of the world to the active ascetic conquest of it 

. were attained only in the great churches and sects of ascetic Protes- 
tantism in the West.” It was due partly to the social environment, but “just 
as much to their genuine religious character: their God, definitely separated 
from the world, and the . . . . peculiarities of their means to salvation. 
. . . . Where the religious believer was sent into the world as an “instru- 
ment” of God’s will and thus cut off from all magical means to salvation, 
with the task of “proving” himself through the ethical quality of his actions 
within its order and only in that way, as chosen for eternal blessedness 
.. .., the world might appear religiously to any extent sinful, might be de- 
prived of value and rejected: psychologically it was accepted all the more 
as the scene of activity in a “calling” willed by God. For this worldly asceti- 
cism was to be sure unworldly in the sense that it condemned and fought 
against the good things of this world like beauty and dignity, intoxication 
and dreams, worldly power and heroism, as competitors of the Kingdom of 
God. But precisely for that reason it did not flee from the world as contem- 
plative religion did, but sought to carry out the commands of God by ra- 
tionalizing the world in the sense of its ethics, and thus remained in a pe- 
culiar sense even more “worldly” than the naive acceptance of the world of 
unspoiled antique humanism or of lay Catholicism. Precisely in everyday 
life was the state of grace to be proved. To be sure, not in everyday life, as 
the believer found it, but in routine action as it had been methodically ra- 
tionalized in the service of God. Everyday activity rationally turned into a 
calling was the proof of salvation. The sects of religious believers in the 
occident were the ferment for the rationalization of the whole of life, in- 
cluding economic activity, not like the Asiatic communities of contempla- 
tive, orgiastic, or apathetic mystics, outlets for the longing to escape from 
the senselessness of worldly activity.** 


In its practical effects this view of life could not help foster- 
ing capitalistic (in Weber’s sense) development. It did not ob- 
ject to the acquisition of wealth in itself, and recommended a 


* Religionssoziologie, I, 263-64. 
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way of life extremely favorable to it. And in the course of time 
the pressure of the question of individual salvation led people to 
look upon success in business enterprise as a sign of grace. It 
was argued that God would surely be good to his chosen ones in 
this world as well as the next. This attitude meant a great incen- 
tive to the acquisition of wealth, and is also, perhaps, one source 
of the rather smug self-righteousness often thought typical of 
the bourgeois. 

On the other hand, Protestantism long retained its ascetic 
character. It favored discipline, orderliness, frugality, temper- 
ance, and condemned everything spontaneous and unsystematic. 
It thus favored the development of those uniformly regimented 
forms of life which are an ideal basis for the standardization of 
production and consumption so important for capitalism. Fur- 
thermore, it looked upon the individual, not as the owner of 
wealth, but as its trustee, which was a force greatly inhibiting 
spending and extravagance, and extraordinarily favorable to the 
accumulation of capital. It released acquisition from the bonds 
of traditional ethics and it looked upon it, not only as permis- 
sible, but as directly willed by God. 

Finally, says Weber, “While the Puritan wanted to lead this 
rational, ascetic life, we are forced to do it.’”“* The religious 
values which gave it meaning have for the most part disap- 
peared. They have left behind them an automatic, mechanistic 
system where the place of work in the service of the glory of God 
has been taken by the fetish of “production.” The result has 
been that “the material goods of this world have gained an in- 
creasing and finally inexorable power over the lives of men, as 
at no previous period in history.”** Here again is the objective 
system of capitalism to which the individual must conform 
whether he will or no. And we have a statement, applying not to 
history in general, but to modern capitalism, which looks very 
much like the Marxian economic interpretation of history. On 
both these highly important points Weber and Sombart are 
agreed. 

Now, of what significance is this theory of the spirit of cap- 


* Religionssosiologie, I, 203. “ Ibid., I, 203-4. 





44 TALCOTT PARSONS 


italism for Weber’s view of capitalism as a whole? He repeated- 
ly states that he is not to be thought to mean that Protestantism 
is the sole historical cause of capitalism.** In other places he dis- 
cusses many other factors to which he ascribes great importance. 
But it is not the historical question with which I am concerned. 
And for the other question, that of the nature of capitalism as a 
system of economic life, there is no doubt that Weber considered 
the spirit of capitalism as decisive, as expressing the essence of 
the system, the core around which everything else is built, and 
as the creative force of capitalism. 

Thus the first important characteristic of the system as a 
whole is its objectivity. The individual member of it does not 
need to will it, but is forced by the circumstances in which he is 
placed to abide by its rules. And secondly it is a rational system, 
all activity being adjusted to the values expressed by the capital- 
istic spirit in a relatively exact adaptation of means to ends. It is 
only in relation to the ultimate validity of those values that there 
is room for doubt. This rationality is expressed in the extreme 
discipline and self-control of the whole life of every individual in 
it. Thirdly, this rational, objective system is ascetic, which 
means fundamentally that the individual’s own good is not taken 
as a norm of action, but rather something beyond him. Original- 
ly it was the glory of God, but through the fading out of the reli- 
gious background it becomes economic activity for its own sake, 
“productivity” and “service.” At one end of the scale man is an 
instrument of God’s will. At the other, man, entrepreneur and 
workman alike, is an instrument for the production of economic 
goods. 

Fourthly, the system is mechanistic. Man becomes a spe- 
cialist to such an extent that he is only one tiny cog in a great 
machine, and a cog for which any other similarly trained one 
might be substituted. Human relations become more and more 

“ There has been a great deal of discussion on this point. Many historians, 
and some economists, especially Brentano (Anfdnge des modernen Kapitalismus), 
in their anxiety to point out faults in Weber’s historical analysis, have on -the 
one hand overestimated the historical importance of the Protestant ethics for 


Weber himself, but on the other have overlooked its great theoretical significance 
for his view of capitalism. It is important to keep these two aspects distinct. 
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matter-of-fact, impersonal, contractual. It is a society in which 
the element of Gesellschaft in the sense of Ténnies and Weber 
definitely predominates over that of Gemeinschaft,* or, to put it 
into English terms, the element of “society,” in the sense of rela- 
tionships deliberately entered into, for a specific purpose, pre- 
vails over “community,” or those relationships in which man 
finds himself placed by his na‘ural environment, his psycholog- 
ical nature and tradition. 

Finally, the system further resembles a mechanism in that 
it follows its own laws independently of human will. This re- 
versal of the “natural” relationship between men and things is 
one of Weber’s versions of the economic interpretation of his- 
tory.*’ He definitely rejects the doctrine as a general theory of 
historical causation and in particular as an explanation of the 
genesis of capitalism. But he does accept economic determinism 
as a characteristic of capitalism, and thus gives it a relative 
validity. 

The development of capitalism is not, in Weber’s theory, an 
event unique in history and unconnected with other things; but 
it forms a logical end of the process dominating the whole of his- 
tory: what he calls the process of rationalization. The process 
does not appear only in the development which leads to modern 
capitalism, but in all other lines of cultural development as well. 
His picture is not that of a single line of evolution leading from 
the earliest known human culture to modern capitalism, but 
rather of a number of different ones, branching off from a com- 
mon trunk but developing in different directions. Each, how- 
ever, is undergoing a process of rationalization in terms of the 
particular set of values by which it is dominated. The rationality 
of capitalism represents the final stage of the development in one 
direction, namely, toward the realization of the spirit of capital- 
ism. It is in this form of separate lines of development each 
dominated’by a set of values of its own that the “morphological” 

“See F. Ténnies, Gemeinschaft und Gesellschaft. Also Weber, Wirtschaft 


und Gesellschaft, pp. 21-23. It is a distinction which has come to be of primary 
importance in German social thought. It is of course implicit in Sombart’s work. 


“ For the other see above, footnote 41. 
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conception of a separate and distinct culture plays its most im- 
portant part in Weber’s view of history.“ 

This process of evolution is very clearly seen in Weber’s 
treatment of the relation between “Charisma’* and routine 
(Altag). Charisma he defines as: “a quality of a personality 
generally considered out of the ordinary . . . . , on account 
of which its bearer is looked upon as possessed of supernatural 
or superhuman, or at least specifically unusual, powers or quali- 
ties, which are not accessible to the ordinary person; or as ap- 
pointed of God, or a model to be imitated, and thus looked up to 
as a “leader.” It is the type of leadership which appeals to the 
specifically non-rational elements of human nature, whose claims 
to obedience rest upon the purely personal authority of the 
leader, not on his ability to “convince” by rational argument. On 
the other hand it is, because of its out-of-the-ordinary nature, 
the specific enemy of tradition. It is, says Weber, “the specifi- 
cally revolutionary force in history.”™ 

Weber analyzes routine organization in terms of two main 
types: the traditional, of which the main subtype is the patri- 
archal, and the rational, legalized, or bureaucratic. All social 
movements start from charismatic sources, but there is always a 
tendency to reduce them in the course of time to some form of 
routine. The final result will be a tradition-bound or a mecha- 
nized bureaucratic society, with a general tendency for the for- 
mer to be an earlier stage leading to the latter, as Weber thinks 
has happened in Western society.” 

Charisma has been by no means foreign to economic affairs. 
The whole “romantic” side of capitalism, the spirit of enterprise 
on which Sombart lays such emphasis, is thoroughly saturated 


“ This is most strikingly brought out by the Religionssoziologie taken as a 
whole. 

“Charisma is a term and conception introduced by Weber himself into 
sociology. It is taken from the Greek x4épicya meaning a “mission.” It has 
been introduced to American readers by Robert Michels in his book on Political 
Parties, and recently in an article in the American Political Science Review, 1927 

” Wirtschaft und Gesellschaft, p. 140. 

™ Ibid., p. 759. 

"See Religionssosiologie, 1, 267-73; Wirtschaft und Ges., pp. 122-76. 
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with it. Weber also admits that it has played an important part 
in the historical development of capitalism, but emphasizes 
strongly that it must be sharply distinguished from the rational, 
systematic bourgeois spirit which is for him the essence of cap- 
italism. Capitalistic development has meant by and large the de- 
struction of the charismatic elements of social life. The whole of 
it has come to be dominated by settled routine, and predominant- 
ly of the rational, bureaucratic, rather than the traditional, type. 
It is this which is the ground of Weber’s pessimism. He holds 
that the really vital human forces appear only in charismatic 
forms, and that the very nature of social development progres- 
sively eliminates the possibility of the further appearance of 
such forms. Capitalism presents a dead, mechanized condition 
of society in which there is no room left for these truly creative 
forces because all human activity is forced to follow the “sys- 
tem.” 

But is Weber entirely right in this pessimism? That such a 
process of rationalization has taken place in many phases of hu- 
man culture is beyond doubt, and that it has been in some de- 
gree continuous throughout history is true in spite of Sombart. 
In projecting this process beyond the limits of modern capital- 
ism Weber has certainly gone an important step beyond Som- 
bart. It may, however, be doubted whether Sombart is not nearer 
the truth in emphasizing the discontinuity and uniqueness of 
some elements. Surely Weber puts the question in a false form 
when he denies any possibilities other than that either the spir- 
itual forces (charisma) or the material conditions (in this case 
the rational bureaucratic machine) must dominate society. This 
is a too ready acceptance of the alternatives of the economic in- 
terpretation of history, of which Weber’s version is that there is 
a process of evolution from the predominance of the spiritual 
forces to that of the conditions of production, or more accurately 
the mechanism of social control, which for him would be of a 
predominantly economic nature only in the case of capitalism. 
But is it not possible that all manner of combinations between 
them are possible, and that the present-day power of the bureau- 
cratic mechanism is due to a very special set of circumstances 
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which do not involve the necessity for its continued dominance 
over life, but leave the possibility open that it may again be made 
to serve “spiritual” aims? Weber does not admit this possibility, 
but to him it would be the only hope for Western society, for no 
one was more insistent than he on the impossibility of returning . 
to precapitalistic conditions. 

Moreover, is it certain that these two are the ultimate factors 
in social development? It seems that Weber’s difficulties come 
in part from assuming that they are. Assuming the reality of the 
process of rationalization, it may well be that it applies, not to 
the human spirit as a whole, but only to certain elements of it. 
Perhaps also the “material” side is composed of various elements 
only one of which is subject to the tendency to develop “bureau- 
cratic” forms. Weber’s own conception of traditional forms 
would indicate this possibility. It may be, not as he tends to make 
it, a transitional stage in development, but an independent and 
permanent element in social life.* Certainly in this direction are 
great possibilities of further scientific progress. 

Finally, another cause of Weber’s difficulties lies in hi: meth- 
od. He wishes to work in terms of a comparative sociology by 
means of ideal types. He thus takes sections and aspects of all 
sorts of societies away from their context and tries to compare 
them, but in so doing he loses the very thing he is looking for, the 
very individuality which they can have only in that context. 
Thus he speaks of the various sorts of capitalism, of bureaucra- 
cy, and so forth. On the other hand, in his treatment of the spirit 
of capitalism he follows an entirely different procedure. Here he 
works out as an organic whole, as an “historical individual,” a 
set of ethical ideals, and tries to understand contemporary civil- 
ization in terms of them. This sort of capitalism is unique, ex- 
isting only in modern times in Western society. But on trying 
to develop this concept he comes into conflict with his other con- 
ception of “capitalism in general” and is unable to reconcile 
them. He does, however, try, and in the attempt he is forced to 


= A notable attempt at further analysis of the factors, prompted largely by 
the problem of Max Weber’s process of rationalization, has been made by 
Alfred Weber, “Prinzipielles zur Kultursoziologie,” Archiv fuer Sozialwissenschaft 
und Sosialpolitik, Vol. XLVII (1920-21). 





“CAPITALISM” IN RECENT GERMAN LITERATURE 49 


characterize modern capitalism in terms of one feature, the ra- 
tional organization of labor, superimposed upon his capitalism in 
general. But this feature loses its original nature as a “fictitious” 
ideal type and becomes identified with historical reality. Be- 
cause it originates as an ideal type it is impossible to establish 
an organic connection between it, on the one hand, and the spirit 
of enterprise and several other features of modern society on 
the other, because they belong for him.in quite different and dis- 
tinct sociological categories. And the tendencies of development 
which he works out for this isolated element of society he tends 
to hypostatize as true for society as a whole. In doing so he does 
violence to the facts and presents a picture different from what 
it would have been had he not been forced by his method to 
break up the organically connected historical individuals with 
which he started. 

The real trouble is that Weber treats as “ideal types” two 
fundamentally different sorts of concepts. The one deals with 
generalized “aspects” of phenomena for comparative purposes, 
the other with unique historical epochs, cultures, etc., as wholes 
and by and for themselves. Because he does not clearly distin- 
guish these two types of concepts he constantly wavers between 
them. Because the second class of ideal type does have a his- 
torical significance he does not strictly adhere to his methodolog- 
ical principle that a general ideal type is purely a fiction, a means 
to further analysis, and has no reality in itself. In fact his “cap- 
italism in general,” and more especially his “bureaucracy,” 
which start off as such ideal types, come in the end to have this 
tlefinite historical reality from which he deduces very important 
consequences. In thus attempting to apply a method suitable 
only for comparative purposes to the analysis of a culture as a 
whole he seriously confuses the picture which he gives. I think 
there is no doubt that the logical basis of Weber’s iron-bound 
process of rationalization lies in the isolation of one aspect of so- 
cial development and the attribution of historical reality to an 
ideal type which was never meant to represent it. If this error is 
corrected the absolute domination of the process of rationaliza- 
tion over the whole social process falls to the ground. 
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In conclusion, the significance for social science in general 
of the work of Sombart and Weber is to be sought in four princi- 
pal directions: 

1. As far as general social theory is concerned, it bears most 
directly upon a set of problems which are not primarily eco- 
nomic, but are certainly, in a broad sense, sociological, namely, 
those growing out of the economic interpretation of history. I 
have attempted to show the great importance of the influence ex- 
ercised by the Marxian thesis in shaping the views of these men. 
In fact, German sociology, in so far as it aims at an appraisal of 
the moving forces in social life, has its starting-point to a very 
large extent in Marx. Here is a set of problems which sociology 
cannot afford to neglect. 

2. It bears upon some important methodological questions 
concerning this peculiar type of “historical theory.” Its aim is 
to throw light on the individuality of “historical individuals,” 
periods, epochs, cultures, institutions. Sombart attempts it by a 
“genetic,” Weber ostensibly by a comparative, method, but real- 
ly by a combination of both. Are the two methods supplementary 
to each other, or mutually contradictory? We have seen the con- 
fusing results of Weber’s failure to distinguish them. 

3. With regard to the positive problem of capitalism itself, 
Western analysis of modern economic society has been large- 
ly concerned with the application of general economic theory 
to it. This, no matter what its value for other purposes, has 
tended to blur over its distinctive features as compared with 
other historical or theoretically possible types of economic order. 
Even historical analysis has operated largely from the viewpoint 
of unilinear evolution. So it seems to me that the totally different 
approach of these investigators merits serious attention and 
should prove very fruitful.°* Furthermore, the positive results 

“Professor Allyn Young (“Economics as a Field of Research,” Quarterly 
Journal of Economics, November, 1927) recognizes the validity of this type of 
“historical” economics, but gravely questions its claim to objectivity, because 
the problem of selection and evaluation of facts involves an element of “aesthetic 
construction” which is certain to be influenced by the personal equation of the 
investigator. It is, perhaps, significant that the three men here discussed, Marx, 


Sombart, and Weber, were, although from different points of view, all strong 
antagonists of capitalism. No doubt that suggests some connection between 
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which are common to both authors, the objectivity of the capi- 
talistic system, its connection with ethical values, and the pe- 
culiar predominance of economic influences under capitalism, 
have received a wide acceptance in Germany and merit much 
more discussion than they have had in this country. 

4. However exaggerated Weber’s view of the dominating 
importance of “bureaucracy” may be, it certainly calls atten- 
tion in a most striking way to an aspect of our modern society 
which we have all felt to be there, but which has received far 
less attention from the econoiists than it deserves. Orthodex 
economic theory does not furnish the technique or set of con- 
cepts necessary for its study. Weber, with his sociology of ideal 
types, has made an attempt to grapple with the problem which 
deserves recognition and which should lead to much further in- 
vestigation. 

TALcoTT PARSONS 
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their interest in the problem of capitalism and their dislike of the fact. The 
problems here raised cannot be briefly dismissed, and I do not think it can be 
said that they have been satisfactorily worked out. 





BENJAMIN FRANKLIN AS AN 
EIGHTEENTH-CENTURY AGRICULTURAL LEADER 


[= Truth is, that though there are im that Country few 
People so miserable as the Poor of Europe, there are also 
very few that in Europe would be called rich; it is rather 
a general happy Mediocrity that prevails. There are few great 
Proprietors of the Soil, and few Tenants; most People cultivate 
their own Lands; . . . . The only Encouragements we hold 
out to Strangers are a good Climate, fertile Soil, wholesome Air 
and Water, plenty of Provisions an;i Fuel, good Pay for Labour, 
kind Neighbours, good Laws, Liberty, and a hearty Welcome; 
the rest depends on a Man’s own Industry and Virtue.”* This 
picture of agricultural possibilities in the new Republic which 
Franklin drew, with characteristic restraint, just at the close of 
the Revolution, should have been appealing even to the Scotch 
peasants for whose information it was directly intended. For 
we have here epitomized the fundamental advantage of the New 
World over the Old, the basis of that opportunity which for more 
than a century was to constitute the chief inducement to an ever 
increasing movement of immigrants. 

This advantage was due first of all, of course, to the great 
wealth of natural resources, the direct differential of gain that 
America could offer over Europe. These resources, however, 
stupendous as they were, had not in general been immediately 
adapted to settled cultivation, and they had not proved to be in- 
exhaustible. To make and keep the primeval wilderness availa- 
ble to the willing but impecunious peasant there were required 
adaptation of native and imported plants and animals, a grad- 
ual improvement of methods in the older regions, and the steady 
opening up of new lands for later comers. Already by the middle 
of the eighteenth century real, though crude and elemental, be- 

*“Information to Those Who Would Remove to America” (1782?), A. 
H. Smyth (ed.), Writings of Benjamin Franklin (New York, 1905-7), VIII, 604. 
“To the Earl of Buchan, March 17, 1783,” ibid., IX, 21. See also ibid., I, 205; 
IX, 149-50, 160. 
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ginnings in the application of scientific methods to farming were 
being made. Equally early the continent-winning process of 
western settlement was definitely entered upon. 

No less essential to the establishment and maintenance of 
agricultural opportunity was the democratic system of land dis- 
posal and land tenure. Struggled for under colonial status, se- 
cured as one of the most constructive achievements of the Rev- 
olution, and preserved and extended under national policy, it 
was to constitute, more than any other single factor, the basis 
of the agrarian democracy of Jefferson, of Jackson, and of Lin- 
coln. 

Both of these developments necessitated leadership, and 
among the most notable of such leaders in the eighteenth cen- 
tury was Benjamin Franklin. Franklin’s place as the outstand- 
ing figure of the colonial period is apparently indisputably estab- 
lished. In the extent and variety of his achievements he was 
without a rival during our formative period. But while Frank- 
lin, the printer, the diplomat, the constructive philanthropist, 
the man of letters, and the scientist has perhaps been given ade- 
quate recognition, Franklin the agricultural leader has not been 
truly appreciated. To those indeed who think of the American 
philosopher only in the conventional réles of the Philadelphia 
printing shop, the European salon, or in the spectacular acts of 
snatching the lightning from the skies, and, more difficult to 
visualize, the scepter from the tyrant, Franklin among the farm- 
ers may seem as out of place as Saul among the prophets. 

He was, it is true, essentially a big-town man of his time, 
city born, bred, and matured. As leading journalist and printer 
he was held to the metropolis of the colonies, and as diplomat he 
was drawn to the capitals of Europe. He explained to a Euro- 
pean correspondent in 1783 that he was unable to give exact in- 
formation regarding agricultural opportunities in different parts 
of the country, “having, while I lived in America, been always 
an Inhabitant of Capital Cities, and not in the way of learning 
anything correctly of Country Affairs.’ 

This was, obviously, a case of that exaggerated modesty 


* Ibid., TX, 149, 160. 
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which Franklin at times found it convenient to assume. Proba- 
bly no other man had had as good opportunities for observing 
conditions in the different groups of colonies as the postmaster- 
general, and certainly no other had observed with as great inter- 
est and understanding.* And, too, in the colonial era town and 
rural affairs were of necessity closely intermingled. No Ameri- 
can of that day could be indifferent to an occupation that ab- 
sorbed the direct attention of more than nine-tenths of the popu- 
lation, and least of all Benjamin Franklin, whose broad interests 
transcended all narrow class lines and whose inherent American 
consciousness gave him a lively interest in, and made him an ac- 
tive promoter of, all that concerned vitally the welfare and prog- 
ress alike of his home province and state and of the colonies and 
states in general. 

As an investigator and experimenter Franklin inevitably 
gave attention to the basic applied science. In speculating on the 
future achievements of science in a letter to Priestley in 1780 he 
put, along with the elimination of disease and the prolongation 
of life, the possibility that “Agriculture may diminish its Labour 
and double its Produce.’* Perhaps the most dintinguishing char- 
acteristic of the work of the early American research student 
was the utilitarian aim in all of his experimental ventures. 
“What,” he asked, “signifies Philosophy that does not apply to 
some Use?’”® And to John Bartram, who was not likely to be 
shocked by such a philistine pronouncement, he confessed that 
if in Italian travel he could obtain a formula for Parmesan 
cheese it would afford him “more satisfaction than a transcript 
of any inscription from any old stone whatever.’ No one per- 
haps has better exemplified that application of material re- 
sources to the promotion of social welfare that John R. Com- 
mons has termed “utilitarian idealism.” His belief in a practical, 
demonstrable approach to the farmer’s problems is expressed in 

*Cf. C. R. Woodward, The Development of Agriculture in New Jersey 
(New Brunswick, 1927), p. 14. 

*Smyth, Writings, VIII, 10. 

*“To Mary Stevenson, September 20, 1761,” ibid., IV, 115. 

* Ibid., V, 221; W. Darlington, Memorials of John Bartram and Humphrey 
Marshall (Philadelphia, 1849), p. 403. 
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a letter to Jared Eliot, in 1751, which gives a useful hint for later 
writers. The English agricultural writers of the time, he wrote, 
“chiefly copy from one another, and afford very little new or 
useful; but you have collected experiences and facts, and make 
propositions that are reasonable and serviceable.’” 

In the decade from 1748 to 1757, when, upon retirement 
from active business, Franklin devoted himself to scientific ex- 
perimentation and to numerous and varied public services, he 
gave special thought and personal effort to agricultural improve- 
ment. Following the conventional practice of the retiring trades- 
man he purchased a farm near Burlington, New Jersey, as the 
basis of a country estate, but his development of the property 
was far from conventional. Apparently he turned his farm into 
a sort of miniature experiment station, carrying on projects in 
drainage, in crop rotation, and especially in the utilization of the 
newer grasses and in liming and fertilization.* With Jared Eliot 
he exchanged seeds and plants and compared the experiences of 
sandy Jersey with those of rocky New England.’ 

The colonial farmer’s omnipresent problem of fencing came 
up in a letter to Eliot regarding a new kind of hedge that Frank- 
lin had seen on Long Island: “I would know every particular 
relating to this Matter, as the best Thickness, Height, and Slope 
of the Bank; the Manner of erecting it, the best Time for the 
Work, the best Way of planting the Hedge, the Price of the 
Work to Labourers per Rod or Perch, and whatever may be of 
Use for our Information here, who begin in many Places to be at 
a Loss for Wood to make Fence with.’”° 

Like enthusiastic agricultural innovators of all regions and 
ages, Franklin was at times disheartened by the hesitancy of the 
general run of farmers in following the good example set before 
them, as he complained to Eliot after two or three years of the 
model farming venture: “I have perused your two Essays on 

"Smyth, Writings, III, 53. 

*“To Jared Eliot, 1749,” ibid., Il, 384-86. J. Parton, Life and Times of 
Benjamin Franklin (Boston, 1867), I, 313. Woodward, op. cit., pp. 11-14. 

* Twelve of his letters to Eliot between July 16, 1747, and September 1, 
1755, are included in Smyth’s edition. 

* Smyth, Writings, ITI, 31. 
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Field Husbandry, and think the publick may be much benefited 
by them; but, if the Farmers in your neighbourhood are as un- 
willing to leave the beaten road of their Ancestors as they are 
near me, it will be difficult to persuade them to attempt any im- 
provement. Where the cash is to be laid out on a probability of 
a return, they are very Averse to the running any risque at all, 
or even Expending freely, where a Gentleman of a more Publick 
Spirit has given them Ocular Demonstration of the Success.’””* 

Franklin was not destined for long to continue such ocular 
demonstrations for an unappreciative community. His colony, 
and later his country, called him to foreign missions that were to 
prove almost continuous to the close of the Revolution, and the 
attractive life of the rural sage was not for him. His family’s 
Jersey farming interests were to be continued for some years by 
his son, who, as governor, rendered one of his best services to 
the province in his demonstration of modernized farming, and 
later by the governor’s son, Temple.** 

But as diplomat and as international savant his interest in 
the farming industry at home never lessened, and by far his 
greatest service for bettered production was to be as a dissemi- 
nator of information, a medium for the interchange of ideas and 
experiences between the Old World and the New. The title “ag- 
ricultural missionary” applied to Elkanah Watson might as ap- 
propriately, at an earlier day, have been accorded to Franklin. 

His unique contacts with scientists on both sides of the wa- 
ter gave him many opportunities for promoting a cause that in- 
volved both the extension and verification of scientific princi- 
ples and the advancement of the most material practical interests 
of his country. A close friend of the pioneering Philadelphia bot- 
anists, he kept them in touch with European leaders and devel- 
opments, and as colonial postmaster, franked their letters, seeds, 
and plants.** For the leader of this group, John Bartram, he was 

* Ibid., I, 383. 

* “William Franklin to Benjamin Franklin, May 11, 1760,” Letters to Ben- 
jamin Franklin from His Family and Friends (New York, 1859), pp. 42-43. 
Smyth, Writings, IX, 369, 490-92. Woodward, op. cit., pp. 16-19. E. J. Fisher, 
New Jersey as a Royal Province (New York, 1911), p. 42. 


* Darlington, op. cit., pp. 179, 187, 193, 198, 247, 370, 405, 409, 411. J. W. 
Harshberger, The Botanists of Philadelphia and Their Work (Philadelphia, 1899), 
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able to secure a subsidy as botanical collector for the King.** In 
London one of his numerous unofficial tasks was that of direct- 
ing the interchange of seeds and plants between England and 
America, and at Paris in 1777, with the sanction of the French 
government, he sent directions to Bartram for continuing his 
nursery trade with the Continent and England through French 
ports.*® 

The provincial agent was ever eager to develop some new 
profitable line of production for American, especially Pennsyl- 
vania, farmers. John Adams was impressed with the trouble 
which Franklin took to secure the extension of the Rhenish 
grape culture from Pennsylvania, where it had been successfully 
introduced, into New England, and characteristically sought to 
turn the worthy effort to practical utility, as he added in his 
diary, “Let me remember to look in Chambers, under Rhenish, 
and in Salmon’s Geography, under the produce of the countries 
upon the Rhine, for more particulars of this vine, and grape, and 
wine; the soil it delights in, the method of cultivation, what dig- 
ging, what manure, what pruning, & c.’"** Pennsylvania’s spo- 
radic venture in silk production had Franklin’s hearty support; 
he collected all available information regarding culture and 
marketing and personally supervised the disposal of the few 
shipments." To the wife of Governor Greene of Rhode Island 
he sent, in 1772, a recipe for, and sample of, Parmesan cheese 
with the hope that she would be able to introduce a profitable 
and economical industry.** 

Long before Old World leaders had developed organizations 
for the extension of agricultural knowledge, the New World phi- 
losopher was recognizing their possibilities. In his plan for an 
American Philosophical Society, formulated in 1743, he listed 
among the chief subjects of investigation “all new-discovered 

“Smyth, Writings, I, 84; IV, 260-61. Darlington, op. cit., pp. 269, 271, 
404, 461. 

“Smyth, Writings, IV, 409; V, 184, 192, 317, 432, 443; VI, 8; VIII, 304, 
401. Darlington, op. cit., pp. 266, 402-6, 433-34, S01, 516-18. 

* C. F. Adams, The Works of John Adams (Boston, 1850), II, 81-83. 

* Smyth, Writings, V, 227, 271, 304, 331, 335, 388; VI, 10, 104. 


“I. M. Hays (ed.), Calendar of the Papers of Benjamin Franklin in the 
Library of the American Philosophical Society (Philadelphia, 1908), ITI, 478. 
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plants, herbs, trees, roots, their virtues, uses, & c; methods of 
propagating them, and making such as are useful, but particular 
to some plantations, more general; improvements of vegetable 
juices, as ciders, wines,&c; ... . draining of meadows... . 
nature of the soil and productions; new methods of improving 
the breed of useful animals; introducing other sorts from foreign 
countries; new improvements in planting, gardening, and clear- 
ing land; and all philosophical experiments that let light into the 
nature of things, tend to increase the power of man over matter, 
and multiply the conveniences or pleasures of life.”** When the 
society was finally launched one section was devoted to “hus- 
bandry and American improvements.””° 

Again many years in advance of his time, Franklin advocat- 
ed instruction in the science and practice of agriculture. In his 
proposal for the Philadelphia Academy in 1759 he included the 
oft-quoted suggestion: “While they are reading Natural His- 
tory, might not a little Gardening, Planting, Grafting, Inoculat- 
ing, etc., be taught and practiced; and now and then Excursions 
made to the neighbouring Plantations of the best Farmers, their 
methods observ’d and reason’d upon for the Information of 
Youth? The Improvement of Agriculture being useful to all, 
and Skill in it no Disparagement to any.”™ Franklin’s advice in 
this matter, as in others involving a more practical and modern- 
ized type of education, was not followed by the directors of the 
academy,” but it is evident that he presented a sound scheme 
for education in agriculture and education through agriculture. 


* Smyth, Writings, II, 229-30. 

” Transactions of the American Philosophical Society Held at Philadelphia 
for Promoting Useful Knowledge, Vol. i, January 1, 1769, to January 1, 1771 
(Philadelphia, 1771), xii, 117-280. Franklin became a member of the first regu- 
lar agricultural society to be formed in North America, the Philadelphia Society 
for the Promotion of Agriculture, soon after its organization in 1785. There is a 
possibility that he suggested the launching of such a society, but no definite evi- 
dence on this point has been discovered. Woodward, op. cit., pp. 56-58. Calen- 
dar Franklin Papers, Ill, 298. 

™ “Proposals Relating to the Education of Youth in Pensilvania” (1759), 
Smyth, Writings, II, 395. F. N. Thorpe, Benjamin Franklin and the University of 
Pennsylvania (Washington, 1893), p. 370. 

™ Smyth, Writings, X, 9-31. J. B. McMaster, Benjamin Franklin as a Man 
of Letters (Boston, 1887), p. 152. 
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From this brief outline of Franklin’s numerous and varied 
efforts for the improvement of agricultural production™ it ap- 
pears that he anticipated something of the work of the experi- 
ment station, of the consular service, and of the agricultural ed- 
ucator. And when we recall the general state of agricultural ad- 
vancement at the time when Franklin began to give serious at- 
tention to the subject—Tull’s pioneer treatise had circulated for 
barely a decade, while Liebig’s basic work was not to appear for 
a century; Lord Townshend was but recently gathered to his 
fathers from his beloved turnips; Bakewell was just entering 
upon his breeding experiments; Arthur Young was in the nur- 
sery, and Elkanah Watson yet unborn—we will not despise 
Franklin’s contribution to the development of our so-called “sci- 
entific agriculture.” The summary suggests, too, that, with all 
due credit to the worthy clergyman of Killingworth, it is an ex- 
aggeration to attribute to Jared Eliot, as is usually done, the 
main credit for American agricultural progress in the eighteenth 
century. 

Interesting and undoubtedly influential as were these inter- 
ests and activities of Franklin in the development of agricultural 
science, of far greater importance were his efforts to advance the 
economic and social status of the agricultural population, his 
contribution, in short, to agriculture as a manner of life. It is to 
this latter phase that this paper directs its chief emphasis. 

Our first real economist,* like later economists, his ideas 
were in essentials a reflection of the institutions and stage of de- 
velopment of his age. Impressed as a youthful sojourner in Eng- 
land with Petty’s labor theory of value, and familiar with an en- 
vironment where production was concerned with the cultivation 


* For a thoughtful summary of Franklin’s achievements for agricultural sci- 
ence, see an unpublished study by Lewis Carey, quoted in Woodward, op. cit., 
pp. 14, 16. 

™Franklin’s economic writings are conveniently summarized by Smyth in 
the introduction to his edition (I, 135-52), and the writings themselves are re- 
printed in chronological order with brief bibliographical comment. For com- 
mentaries and criticisms of Franklin’s economic ideas and influence, see W. A. 
Wetzel, Benjamin Franklin as an Economist (Baltimore, 1895); S. Sherwood, 
Tendencies in American Economic Thought (Baltimore, 1897), pp. 8-10; C. P. 
Neill, Daniel Raymond (Baltimore, 1897), pp. 9-10; J. R. Turner, Ricardian 
Rent Theory in Early American Economics (New York, 1921), p. 44; L. H. 
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of the land and the extraction of natural products, he found the 
agricultural labor theory of his French friends, the Economistes, 
congenial and convincing. In fact, he partially anticipated the 
doctrines before they were definitely formulated, being, as a 
writer on the history of economic thought remarks, “half physio- 
crat before the rise of the physiocratic school.”*”’ In theory, at 
least, he gave the school’s tenets the fullest acceptance) Thus, 
in 1768 he wrote to a friend in true physiocratic vein: “Agricul- 
ture is truly productive of new wealth; manufacturers only 
change forms, and whatever value they give to the materials 
they work upon, they in the meantime consume an equal value 
in provisions, & c. So that riches are not increased by manufac- 
turing 26 As late as 1784 he was still convinced that the 
“first Elements of Wealth are obtained by Labour, from the 
Earth and Waters” and contributed the striking figure, “He that 
puts a Seed into the Earth is recompens’d, perhaps, by receiving 
twenty out of it; and he who draws a Fish out of our Waters, 
draws up a Piece of Silver.’’** 

This defender of the farmer and the fisherman was greatly 
incensed at any seeming move on the part of the rising manu- 
facturing interest in England to secure preferential treatment 
from the government. In a letter to the London Chronicle in 
1766, under the guise of an English farmer, “one of that class 
who feeds you all and is at present abused by all,” he protested 
with effective sarcasm against the embargo on grain exportation 


Haney, History of Economic Thought (New York, 1911), pp. 152, 238 n.; J. K. 
Ingram, History of Political Economy (London, 1915), pp. 170-71; C. Gide and 
C. Rist, History of Economic Doctrine (Boston, n.d.), p. 329; C. F. Dunbar, in 
North American Review (January, 1876), p. 130; T. D. Eliot, “Adam Smith and 
Benjamin Franklin,” Political Science Quarterly (March, 1924), pp. 67-96. It is 
reported that Professor Lewis Carey, of Notre Dame University, has prepared for 
forthcoming publication an extended study of Franklin’s economic ideas and 
policies. 

* Sherwood, of. cit., p. 9. 

* “To Cadwallader Evans,” Smyth, Writings, V, 102; see also letter to Lord 
Kames, February 21, 1769, ibid., p. 195, and “Positions to be Examined, Con- 
cerning National Wealth” (April, 1769), ibid., pp. 200-202. 

*“To Benjamin Vaughan, July 26, 1784,” ibid., IX, 246; “The Internal 
State of America,” ibid., X, 122. 
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in the pretended isiterest of the poor, when the real design was 
to enable the manufacturer to keep down wages.”** Mistaken as 
such a defense of the English farmer may have been at this time 
of food shortage and high prices, it at least showed Franklin’s 
zeal for the cause at a time when the bulk of English proprietors 
were still yeoman farmers, and it was highly prophetic of future 
class alignments. 

It is true that under stress of changing economic conditions 
and relations in America it was increasingly difficult to remain 
strictly consistent. The American economist had too keen a 
sense of realities to seek to push his economic theories to their 
full logical application. Thus, in advocating the encouragement 
of colonial industries during the non-importation campaign on 
the ground of promoting the security and expansion of agricul- 
ture,”® the champion of laissez faire was brought close to the 
neo-mercantilist “home market” argument as it was later devel- 
oped. Again, he justified the use of indirect federal taxation, 
rather than the single land tax of the physiocrats, on the ground 
of sparse settlement and consequent high cost of collection of a 
land tax. In private correspondence he added the further expla- 
nation that to effect such a fiscal revolution would necessitate 
the removal of deep-seated ignorance and prejudice. “Our Leg- 
islators are all Land-holders; and they are not yet persuaded, 
that all taxes are finally paid by the Land.”* And if the truth 
were known, Franklin the landlord might have had some hesi- 
tancy himself in giving aliuring doctrines such extreme practical 
application. 

All doctrines aside, and certainly Franklin never troubled 
himself greatly over mere doctrines, the small independent farm- 
er appeared to him as the basis of social and political security 
alike in the colonies and in the new nation. The even distribu- 
tion of wealth and the predominance of small laboring owners 


* “On the Price of Corn, and Management of the Poor,” ibid., V, 535-39. 

” “To Humphrey Marshall, April 22, 1771,” ibid., V, 315-16. Darlington, 
op. cit., p. §17. 

* “To Alexander Small, September 28, 1787,” Smyth, Writings, IX, 615; see 
also “To M. Le Veillard, February 17, April 22, 1788,” ibid., pp. 638, 646. 
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largely averted “those Vices that arise usually from Idleness.”*' 
Such social evils as did exist were to be found mainly in the 
towns, and critics of the new republican venture were called 
upon to “consider the great proportion of industrious frugal 
Farmers inhabiting the interior Part of these American States, 
ana of whom the Body of our Nation consists; and judge wheth- 
er it is probable the Luxury of our Seaports can be sufficient to 
ruin such a Country.’”** On the contrary, the dominant Ameri- 
can standards and traditions were “the country habits of tem- 
perance, frugality, and industry, which give the most pleasing 
prospect of future national felicity.”** “We are Sons of the 
Earth and Seas, and, like Antaeus, if . . . . we now and then 
receive a Fall, the Touch of our Parents will communicate to us 
fresh Strength and Ability to renew the contest.” 

Like Jefferson, he was a great admirer of the New England 
system of land settlement and local self-government,** and for 
Pennsylvania he had pride in reporting that the “Cultivators of 
Land are a respectable Part of our People . . . . being gener- 
ally Proprietors of the Land they cultivate, out of whom are 
chosen the Majority of our Magistrates, Legislators, & c.””*° 

Amid the worries of provincial and state politics at home and 
of court intrigues abroad, with his own brief farming experiences 
in the distant past, and in an age from which Rousseauian nature 
worship had not disappeared, the American utilitarian was led to 
idealize somewhat the charms and blessings of rural life. Agri- 
culture, he reiterated in his correspondence, was not only the 
most useful, but, being the most independent, was also the most 
honorable of occupations*’“—a sentiment less trite and far less 

™ “Information to Those Who Would Remove to America” (1782), ibid., 
VII, 613. 

* “The Internal State of America,” ibid., X, 121-22. “To Benjamin Vaughan, 
July 26, 1784,” ibid., IX, 245-46. 

* “To John Wright, November 4, 1789,” ibid., X, 61. 

* “The Internal State of America,” ibid., X, 122. 

*“To Governor Samuel Elbert, December 16, 1787,” ibid., IX, 626. Letter 
to London Chronicle, May 9, 1769, ibid., V, 208. 

*“To Mrs. Hare-Naylor, January 25, 1784,” ibid., IX, 159-6o. 

™ See, for typical statements, “To Dr. Joshua Babcock, January 13, 1772,” 
ibid., V. 361; “To Lafayette, April 17, 1787,” #bid., IX, 571; “To Mrs. Catherine 
Greene, March 2, 1~°9,” ibid., X, 3. 
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exaggerated than in later times. Political career was uncertain 
and unremunerative. He wished his son out of his governorship 
and well settled on his estate.** “The Law,” he admitted, “is 
also an honourable Profession with us, and more profitable than 
Agriculture; . . . . I have known in my time several consid- 
erable Estates made by that Profession. But the Study is dry 
and laborious and long, that is requisite to arrive at Eminence. 
. . . .%* After aiding his beloved Temple to purchase the pa- 
ternal estate he indulged the vain hope that his favorite but 
unadaptable grandson was happily settled for life.*° He never 
failed to felicitate a friend upon retirement to this life of peace 
and never ceasing interest, as he once expressed it, to “an inex- 
haustible source of perpetual Amusement.”** 

It should not be understood, however, that Franklin, of all 
men, was concerned mainly with the farmer’s “psychic income”; 
he was no such rural sentimentalist as the eighteenth-century 
David Grayson, Crevecoeur. A farm to him was, not primarily 
a hobby, a rich man’s plaything, or a bit of nature in which to 
loaf and invite one’s soul, but an individual and social unit of 
wealth production. When in the forties he planned to retire to 
the life of a country gentleman, he set about deliberately and 
systematically to make his farm a paying enterprise,** and when, 
in old age, a farm investment was offered to him, he rejected it as 
less productive, to one unable actively to supervise it, than city 
houses and bank securities.“* To farm relatives and friends his 
suggestions were always highly practical; and for his province, 
state, and country as a whole, he was chiefly concerned that the 
back-bone farmer class should maintain such a living standard 
as would protect them securely from the social status and living 
conditions of the generality of European peasants. 

* “To William Franklin, February 2, February 18, 1774,” ibid., VI, 176, 197. 

*” “To Mrs. Hare-Naylor, January 25, 1784,” ibid., IX, 160. 

“Such a sentiment was expressed to a considerable number of correspond- 
ents, 1786-88, ibid., IX, 490-02, 497, 512, 571, 644, 647. 
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No one in America appreciated more truly what this differ- 
ence involved. After a tour of Ireland and Scotland in i772 he 
contrasted the prevailing social degradation and political sub- 
jection with “the Happiness of New England, where every Man 
is a Freeholder, has a vote in publick Affairs, lives in a tidy, 
warm House, has plenty of good Food and Fewel, with whole 
Cloaths from Head to Foot, the Manufacture perhaps of his own 
Family.”** Again, in depicting the “Internal State of America” 
at the close of the Revolution, he presented this telling antithe- 
sis: “Whoever has travelled thro’ the various Parts of Europe, 
and observed how small is the Proportion of People in Affluence 
or easy Circumstances there, compar’d with those in Poverty 
and Misery; the few rich and haughty Landlords, the multitude 
of poor, abject, and rack’d Tenants, and the half-paid and half- 
starv’d ragged Labourers; and views here the happy Mediocrity, 
that so generally prevails throughout these States, where the 
Cultivator works for himself, and supports his Family in decent 
Plenty, will, methinks . . . . be convinc’d, that no Nation that 
is known to us enjoys a greater Share of human Felicity.”** 

It was this fundamental difference in institutions and stand- 
ards, joined to and based to a considerable extent upon an 
abundance of undeveloped resources, whose possibilities Frank- 
lin appreciated as did few of his contemporaries, that led him to 
draw from essentially the same theory of population directly op- 
posite conclusions from those of Malthus.** As Ira Steward, in 
the light of New World opportunities, was said to have formu- 
lated, in contrast to the “iron law” of Ricardo, a “golden law” 
of wages, so Franklin may be said to have developed a “golden 
law” of population. 

To the maintenance of this superior position of the Ameri- 
can farmer and artisan over the European peasantry his reform 
writings and projects were largely directed. In these days when 
the institution of instalment merchandising is blessed of eminent 

““To Dr. Joshua Babcock, January 13, 1772,” ibid., V, 362; “To Thomas 
Cushing,” same date, ibid., p. 368. 
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economists and when the national weekly which claims Franklin 
as founder spreads abroad the doctrine of more buying as the 
source of national prosperity, at the same time that its appealing 
displays provide the inducement to such public service through 
personal satisfaction, the Poor Richard philosophy may seem 
hopelessly antiquated; but that such teachings fitted the needs 
of the frontier agrarian society cannot be questioned.*’ 

The same zeal prompted such practical proposals as mutual 
insurance against agricultural losses,** and conservationist ef- 
forts like his inventions of a stove to economize fuel and light- 
ning rods to guard against one of the commonest natural risks.“ 
Characteristic of this attitude were his views on the perennial 
pre-tractor controversy of horse- versus ox-power. In a letter to 
Lord Kames in 1769 he agreed with the Scotch scientist as to 
the superior availability of oxen, since he had “observed in 
America, that the farmers are more thriving in those parts of the 
country where cattle are used, than in those where the labour is 
done by horses. The latter are said to require twice the quantity 
of land to maintain them; and after all are not good to eat, at 
least we do not think them so. Here is a waste of land that might 
afford subsistence for so many of the human species.”*° In this 
position the American observer would have had the support of 
English writers from Walter of Henley to Arthur Young, and of 
later American authorities like President Dwight and Elkanah 
Watson. 

While solicitous for newcomers to settle the back lands and 
develop the resources of America, and while ever ready to en- 
courage those whom he regarded as of the right type," Franklin 


“ Cf. Woodward, op. cit., p. 66. 

“W. C. Bruce, Benjamin Franklin Self-Revealed (New York, 1917), I, 148. 
Franklin regarded this project of sufficient importance to be included in his pros- 
pectus of topics for the completed Autobiography. Smyth, Writings, I, 225. 

““An Account of the New-Invented Pennsylvanian Fire-Places” (1744), 
Smyth, Writings, II, 247. “To Professor Landriani, October 14, 1787,” ibid., IX, 
617-18. St. John de Crevecoeur, Sketches of Eighteenth-Century America (New 
Haven, 1925), pp. 125, 143-44. 

” Smyth, Writings, V, 194-95. 

™ Ibid., V, 151; VI, 193; VII, 301, 372; VIII, 354; IX, 636. 
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stood for a strictly selective immigration policy.°* He was fear- 
ful of the social effects upon Pennsylvania of the large and, he 
feared, unassimilable foreign element,** and the keenest barbs 
of his satire were directed against the transportation of convicts 
to the New World.” Slavery he regarded as “such an atrocious 
debasement of human nature that its very extirpation, if not 
performed with solicitous care, may sometimes open a source of 
serious evils,””* and the traffic by which the institution was sup- 
ported as a “diabolical Commerce.””® 

Firmly-held economic, social, and political convictions all 
arrayed Franklin, the popular colonial leader, in opposition to 
the special-privileged Pennsylvania proprietors. “You know 
that I don’t love the proprietary,” he wrote, “and that he does 
not love me. Our totally different tempers forbid it.”** It may 
be, as Shepherd contends, that the proprietary land policy ex- 
ercised a desirable check upon speculation, and that the returns 
to the landlords were not immoderate;** but there is no gainsay- 
ing Channing’s view that the possession of enormous tracts of 
land steadily rising in value, with steadily growing income from 
untaxed estates, was contrary to the genius of American insti- 


tutions.”® At any rate, whatever the justice of the standing con- 
troversy, the popular feeling of the time was expressed by John 


"“To Robert R. Livingston, April 15, 1783,” ibid., IX, 34. “To Charles 
Thomson, March 9, 1784,” ibid., p. 177. 

™ “Observations Concerning the Increase of Mankind,” ibid., III, 72. “To 
Richard Jackson, May 5, 1753,” ibid., III, 139-41. For a similar contempor. ry 
opinion, see William Douglass, Summary .... of the British Settlements in 
North America (Boston, 1755), Il, 326. 

“«“Fxporting of Felons to the Colonies,” Pennsylvania Gazette (May 9, 
1751). Smyth, Writings, III, 45-48. “On Sending Felons to America” (1787), 
ibid., IX, 628-30. 

™“An Address to the Public from the Pennsylvania Society for Promoting 
the Abolition of Slavery, etc.” (1782), ibid., X, 67. 

“To the Evening Herald” (1787), ibid., IX, 627. “To Federal Gazette, 
March 23, 1790,” ibid., X, 87-01. 

* “To John Fothergill, March 14, 1764,” ibid., IV, 222. 

"W. R. Shepherd, History of Proprietory Government in Pennsylvania 
(New York, 1806), pp. 75-76, 84-80. 

"Edward Channing, History of the United States (New York, 1908). 
II, 314. 
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Bartram’s complaint that “Our proprietor is almost as crafty as 
covetous. He won’t sell land, because the people being necessi- 
tated for land to live upon, raiseth its price prodigiously, so that, 
in a few years, he may get five times as much as he could now 
—or may set it at an extortionate ground rent.’ Again the 
provincial leader, as Shepherd alleges, may in his zeal have over- 
stated, or even in details misstated, the case against the popular 
enemy,” but so impersonal was his interest in the matter that he 
could convincingly assert, “I am no Land-Jobber; and therefore 
have never had any Thing to do with their Land Office or Offi- 

” Let the proprietors deal justly with the people of 
Pennsylvania and his opposition would cease.” 

This same interest in the continued material well-being of 
the country’s basic element explains, in considerable part, at 
least, Franklin’s early and enduring interest in trans-Allegheny 
settlement and colonization. Like Washington and Jefferson, 
and long before them, the elder statesman had a definite appre- 
ciation of the region’s importance and a vision of its future 
greatness for the empire or nation. As early as 1748, when his 
son journeyed to the Ohio with Weiser and Croghan, he was 
studying western resources,** and from the Albany Congress to 
the Revolution he was a direct promoter of settlement and col- 
onization projects.™* 

“John Bartram to Peter Collinson, July 20, 1747, Darlington, op. cit., 
p. 180. 

™ Shepherd, of. cit., pp. 84-89, 248 n., 261 n., 266 n., 380 n. 

™ “Remarks on a Late Protest” (1764), Smyth, Writings, IV, 280. 


“To Peter Collinson, October 18, 1748,” ibid., II, 365. A. T. Volwiler, 
“George Croghan and the Westward Movement, 1741-82,” Penssylvania Maga- 
zine of History and Biography (January, 1923), XLVII, 37. 

“ Franklin’s general ideas of western colonization are elaborated in the ar- 
guments for the Albany Plan (1754), Smyth, Writings, III, 219; “Plan for Set- 
tling Two Western Colonies in North America” (1756), ibid., III, 358-66; joint- 
ly with William Jackson, “The Interest of Great Britain . . . . and the Acquisi- 
tion of Canada and Guadaloupe” (1760), ibid., IV, 32-82; “Observations and 
Answers” to report of Board of Trade on Ohio River settlement” (1772), ébid., 
V, 479-527. His connection with land companies is dealt with in his letters to his 
son and the other promoters in his Writings, and in the letters from the other pro- 
moters to him, largely in the Philosophical Society Collection, listed and sum- 
marized in Hays’ Calendar. For a narrative and appraisal of Franklin’s western 
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This expansionist interest was encouraged directly by con- 
ditions within his own province. With established western lim- 
its, Pennsylvania lacked the legal pretense for transmontane mi- 
gration that an indefinitely bounded colony like Virginia might 
utilize. Already by the middle of the eighteenth century there 
was a feeling that resources, particularly timber, were in danger 
of exhaustion,” and, especially with the restrictive proprietory 
policy, there was a feeling of land shortage. 

If the new lands could be opened up and new communities 
organized, an indefinite extension would be given to that oppor- 
tunity which the earlier settlers had enjoyed. In the old colonies, 
he wrote in advocacy of his proposed colonies in 1756, were 
“many thousands of families that are ready to swarm, wanting 
more land, the richness and natural advantage of the Ohio coun- 
try would draw most of them thither, were there but a tolerable 
prospect of a safe settlement.’ 

Perhaps to a greater degree than any other leader of the in- 
fant nation except Jefferson, and certainly in marked contrast to 
men like Hamilton and Jay, Franklin understood the needs and 
interests of the new west. He appreciated not only the service 
but the burdens and perils of frontier defense. He stood con- 
sistently for a fair and liberal Indian policy, particularly in the 
fundamental matter of land cessions, believing that such a poli- 
cy would prevent most of those wars and uprisings that menaced 
the frontier settlement with destruction.” 

He recognized the quite obvious but too often disregarded 


plans and activities, G. H. Alden, New Governments West of the Alleghanies be- 
fore 1780 (Madison, Wisconsin, 1897), and fuller and more critical, C. W. Al- 
vord, The Mississippi Valley in British Politics (Cleveland, 1917). 

*“An Account of the New-Invented Pennsylvanian Fire-Places” (1744), 
Smyth, Writings, II, 247. “To Jared Eliot, October 25, 1750,” ibid., III, 31. 
“What our people will do for fencing and firewood fifty years hence, I can’t 
imagine” (Bartram to Collinson, January 6, 1763, Darlington, op. cit., p. 245). 

““Plan for Settling Two Western Colonies in North America” (1756), 
Smyth, Writings, III, 36s. 

“ “To William Strahan, June 28, 1763,” ibid., IV, 204. “To Governor Sam- 
uel Elbert, December 16, 1787,” ibid., IX, 625-26. In Franklin’s proposed “Arti- 
cles of Confederation and Perpetual Union” (1775), provision was made for 
peaceful and equitable adjustment of Indian relations. Ibid., VI, 424. 
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fact that with the development of frontier resources there must 
be an established outlet to markets. In the fall of 1786 he stated 
the crucial problem of the navigation of the Mississippi succinct- 
ly and clearly and gave a remarkably accurate forecast of its ul- 
timate solution: “I think indeed, that the Use of the River for 
ascending with Ships is worth very little, being naturally im- 
practicable to any Advantage, from the Time it requires & the 
Labour, but for descending, it is of great Importance to all our 
Country beyond the Mountains; not indeed so much at present, 
till the Settlers have spare Produce for Exportation; but the 
Prospect, and that not very distant, of having that Outlet free 
and open, encourages the Settlement, which a Restraint would 
discourage.” Delay in the negotiations might give time for the 
succession of a more liberal-minded king or ministry and for the 
new nation to develop strength and prestige. “And after all,” 
the veteran diplomat concluded, “I should rather be for buying 
them out of the Country entirely by a fair Treaty of Purchase 
for} some valuable Consideration than to think of driving them 
out by Force, being almost sure it would be cheaper as well as 
honester. Perhaps it might not be amiss to set on foot such a 
Treaty immediately.” 

Certain writers in recent years have emphasized personal 
speculative interests as a predominant and sinister motive in the 
promotion of early western land settlement. Of such an inter- 
pretation in general it may be said that it involves the well- 
known journalistic fallacy of exaggerated generalization, of 
arguing from certain notable abuses that an entire system is 
unsound or corrupt. As for Franklin, while he shared in the mis- 
taken notion of his day that large returns were to be had from 
the rapidly increasing value of wild western lands, and while he 
was not at all averse to getting his share of such unearned gains, 
as a matter of fact, like most such investors, he realized nothing 
from such of these holdings as he ultimately secured. They were 
passed on to his heirs in what was for the time an unusually di- 

“To Charles Pettit, October 10, 1786,” ibid., IX, 544-45. See also on navi- 
gation and right of deposit, “To Don Diego Gardoqui, October 26, 1788,” ibid., 
PP. 679-80. 
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versified estate.°® His unearned increment of gain came rather 
from the increased value of his city property in the years follow- 
ing the Revolution.” 

In conclusion a word should be said regarding Franklin’s at- 
titude toward governmental policies affecting the interests of ag- 
riculture. To a remarkable degree, for his time, he seems to have 
sensed the possibilities and the limitations of such activity. De- 
voted as he was to the cause of the small farmer and the artisan, 
understanding and sympathetic as he was to the frontiersman, 
he was no demagogue. He favored definite restrictions upon the 
issue of paper money.” He believed in the Bank of North Amer- 
ica to the extent of being a considerable investor in its stock."* In 
spite of his long and bitter struggle with the Penn family he 
sought after the Revolution an equitable adjustment of their 
property rights."* Mob violence, whatever the provocation, 
whether in the case of the back-country Paxtons,”* the Wyoming 
interlopers,”° or the Massachusetts Shays,"* found in him no de- 


See copy of will in ibid., X, 493-510. After the collapse of the Vandalia 
scheme he purchased from Pennsylvania a large tract, apparently at least 1,000 
acres, on the Ohio. “To Abbé De La Roche, April, 1786,” ibid., IX, 504; ibid., X, 
495. In 1767, as a result of a colonizixg venture in Nova Scotia in which Franklin 
was interested, he received a grant of 2,000 acres, of which his son thought “some- 
thing handsome might be made ... . if well managed.” “W. Franklin to B. 
Franklin, October 23, 1767,” Letters to Franklin from Family and Friends, pp. 
36-38; same to same, May 10, 1768, Calendar of Franklin Papers, I, 84. As com- 
pensation for Franklin’s services as English agent, Georgia granted him the right 
to locate 3,000 acres within the state. “To Samuel Elbert, November 5, 1785,” 
Smyth, Writings, IX, 474. “To Comte D’Estang, April 15, 1787,” ibid., pp. 
566-67. 

* Ibid., 1X, 472, 482, 576, 644; X, 118. 

™ “Remarks and Facts Concerning American Paper Money” (1767), ibid., 
V, 13. “To James Lovell, June 2, 1779,” ibid., VII, 335. “To Josiah Quincy, Sep- 
tember 11, 1783,” ibid., IX, 93-04. 

“To M. Le Veillard, April 15, 1787,” ibid., IX, 561. “To George Whatley, 
May 18, 1787,” idid., p. 587. 

*“To John Dickinson, March 23, 1783,” ibid., IX, 25-26. 

™ “Narrative of the Late Massacre in Lancaster County” (1764), ibid., IV, 
289-314. “To John Ross, June 8, 1765,” ibid., p. 385. “To Sir William Johnson, 
September 12, 1766,” ibid., p. 462. 

*«“To Governor George Clinton, January 1, 1786, July 10, 1788,” ibid., IX, 
478, 663. 

“To Thomas Jefferson, April 19, 1787,” ibid., IX, 573-74. 
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fender. Complimented by being chosen godfather of the inde- 
pendent state venture in eastern Tennessee, he warned the lead- 
ers against rash and contumacious action.” 

While consistently, in state and federal conventions, he sup- 
ported liberal, often advanced, proposals for land tenure, suf- 
frage, officeholding, and naturalization, the extremists received 
from him little aid and comfort. In marked contrast to the 
factional agitators of his state and to the divisive anti-Federal- 
ists on the one side, and to the extreme reactionary centralizers 
on the other, he followed the ever difficult course of constructive 
liberalism." 

In view of all the influences that enter into the determination 
of party preference in this country—influences far more com- 
plex, in spite of emphatic pronouncements to the contrary, than 
‘interests due to property in land, manufacture, and public se- 
curities—to consider Franklin’s probable affiliation with the new 
national parties, had he been of the active and not of the passing 
generation, may seem as futile as to speculate about his probable 
attitude toward, say, prohibition or farm relief. Nevertheless, in 
the light of this brief review, the conclusion would seem to be 
justified that if the great eighteenth-century American, the “first 
civilized American,” if you will, had been true both to his natural 
predilections and to his reasoned convictions, in spite of the im- 
pressive and portentous fact of his being a loyal citizen and po- 
tential favorite son of Pennsylvania, which so late as November 
of 1787 he referred to as “My Country,”® he would not have 
been numbered among the champions of the governmental ideas 
and economic interests represented by the commercial-industrial 

"To William Cocke, August 12, 1786,” ibid., IX, 534-35. 

"F. N. Thorpe (ed.), The Federal and State Constitutions (Washington, 
1909), V, 3090-91. M. Farrand (ed.), The Records of the Federal Convention of 
1787 (New Haven, 1913), II, 204-5, 249. “To Conde de Campomanes, June s, 
1784,” Smyth, Writings, IX, 222. A. Nevins, The American States during and 
after the Revolution (New York, 1924), pp. 150-51. 

” Nevins, op. cit., pp. 281, 291-03. “To M. Le Veillard, October 24, 1788,” 
Smyth, Writings, IX, 673-74. 


” “To Jan Ingenhousz, June 27, 1786,” Smyth, Writings, IX_ 519. “To Jane 
Mecom, November 4, 1787,” ibid., p. 621. 
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Hamiltonian federalism, but rather would have found logical 
and congenial leadership in the party of the Jeffersonian agra- 
rian democracy." 

EarteE D. Ross 


DEPARTMENT OF History 
Towa State COLLEGE 


_ “Cf. J. T. Morse, Benjamin Franklin (Boston, 1889), pp. 401-2. P. Russell, 
Benjamin Franklin, the First Civilized American (New York, 1926), p. 310. 





McCULLOCH’S RELATION TO THE NEO-MALTHUSIAN 
PROPAGANDA OF HIS TIME: AN EPISODE IN THE 
HISTORY OF ENGLISH NEO-MALTHUSIANISM 


VER since certain phases of the origin of the Neo-Mal- 
3 thusian movement in England in the 1820’s have been 
made known by Professor Graham Wallas,’ and more 
especially by the thorough research of the late Professor James 
A. Field,’ students of population problems have been puzzled 
whether certain nineteenth-century political economists taught 
the plain and simple doctrine of Malthusianism by recommend- 
ing “moral restraint” as the way out of the population difficulty 
or whether, perchance, some of them approved of artificial meth- 
ods of restricting, or at least controlling, the growth of popula- 
tion; whether, in other words, they approved what has now be- 
come so widely known as “birth control.” 

Since I have dealt elsewhere with the relation of J. S. Mill 
and Robert Owen to the early movement,* I shall confine this 
discussion to the position of J. R. McCulloch. Attention will be 
focused on that complex of forces and circumstances which in- 
duced—one might say, forced—McCullock to state plainly and 
publicly whether he suggested “moral restraint” or Neo-Mal- 
thusian practices as the better mode of adjusting the supply of 
labor to the demand for it (i.e., to capital according to the wages- 
fund doctrine then current). Although it may be objected that 
the position which McCulloch took is of little moment in the his- 
tory of ideas (since his devotion to the opinions of his masters 
and his contemporaries was “slavish” and his influence never 
great), it may not be altogether useless to determine once and 

* Life of Francis Place (1918), pp. 166—73, especially p. 169. 

* Bulletin of the American Economic Association, 4th ser., No. 2, April, 1911, 
Ppp. 207-36. 

*See Quarterly Journal of Economics, August, 1928, on “The Place of John 
Stuart Mill and of Robert Owen in the History of English Neo-Malthusianism.” 


See more especially the Historical Supplement to the Economic Journal, 1928, on 
“John Stuart Mill’s Attitude toward Neo-Malthusianism.” . 
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for all his relation to one of the most important reform move- 
ments of his time. Moreover, it is to be hoped that the episodes 
about to be related will assist not only in determining McCul- 
loch’s views but in revealing more or less clearly the position 
taken by the editors of two influential working-class newspa- 
pers of the period. For in so far as editors may be said to reflect 
the opinions of the group they serve, I hope the incidents to be 
noted will shed additional light on the reaction toward this 
movement of at least portions of the more radical, class-con- 
scious members of the working class. 

In the spring of 1824 Mr. McCulloch, who was then Ricar- 
do lecturer at the University of London, delivered in Willis’s 
Rooms, St. James Square, London, a series of lectures on po- 
litical economy. These were repeated early in 1825. Soon after- 
ward there appeared a pamphlet intended to be distributed at a 
low price to the working population, entitled Notes of Mr. 
M’Culloch’s Lecture on the Wages of Labour and the condition 
of the Labouring People.* If these “Notes” were not taken by 
Place himself,® which is highly probable, it is clear that he was 
at least instrumental in the publication and distribution of the 
pamphlet. It seems to have been he who sent the “Notes” to the 
reformer’s paper, the Manchester Gazette,* of which Archibald 
Prentice, the Chartist, was then proprietor and editor. 

* A copy preserved by Place himself (bound by him personally with other 
materials) is in that invaluable collection possessed by Professor E. R. A. Selig- 
man. I believe the volume once belonged to George Jacob Holyoake. I am cer- 
tain that I have seen another copy in the huge, relatively uncatalogued collection 
of Place materials in the British Museum, but I have lost track of its exact where- 
abouts. These are the only two copies of the original edition that I have been 
able to locate. 

* Place was in the habit of attending McCulloch’s lectures. See Place’s diary, 
Brit. Mus. Add. MSS, 35, 146, fol. 18). 

* McCulloch, in the statement which he was finally forced, by a combina- 
tion of “unfortunate circumstances,” to make, declared that the Notes were “pub- 
lished by some gentlemen of London.” The Bull Dog, p. 109, referred to Place 
as “the master spring that moves the whole infernal machine.” That Prentice 
considered Place the center of the Neo-Malthusian propaganda is clear from his 
reference to Carlile, then on a lecture tour in the North, as the “advocate of the 


beastly Peter Place’s principles concerning population” (Manchester Times, July 
4, 1829, p. 304, col. 2. Reprinted in the Lion, IV, 38). 
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In consideration of his respect for Place’ and for McCul- 
loch, Prentice did not hesitate to reprint, although with editorial 
comments and qualifications, the Notes in full.* McCulloch had 
stressed the desirability of a high level of real wages as being, in 
the long run, to the advantage of all classes in the community. 
Laborers were “the foundation of the social pyramid.” It was to 
the interest of the nation to secure their economic well-being, 
for this gave them “a stake in the support of the institutions of a 
community ” All this Prentice, as a reformer, was glad 
to hear. But to the bald summary of the wages-fund doctrine he 
took exception. According to the Notes, McCulloch had said: 

There are, in fact, no means whatever by which the command of the la- 
bouring classes over the necessaries and conveniences of life can be aug- 
mented, than either by accelerating the increase of capital or by retarding 
the increase of population, so as to occasion capital to increase faster than 
they themselves increase. Every scheme for improving the condition of the 
working people which is not founded on this principle, . . . . must be whol- 
ly and completely nugatory and ineffectual. 


At the time Prentice received the Notes two associations 
seem to have occurred to him. First, he recalled that Place had 


previously sent him a communication® for publication in the 
Manchester Gazette propounding the same population doctrine 
as McCulloch’s, save that Place took a more hopeful view: 

The remedy is anything but hopeless . . . . [for] when the working 
people shall be convinced, that it is their number, and that alone which 
regulates the amount of wages which they receive, it will not be long before 
they will begin to apply a remedy [namely, birth control], and thus, in time, 


* Before Prentice was aware of Place’s Neo-Malthusian views, he was one 
of Place’s ardent admirers. In reprinting one of his communications sent to the 
Manchester Gazette early in 1825, Prentice said, “We have received the following 
from Mr. Place, the Author of an able work on Population. Though we have 
not the pleasure of an acquaintance with him, we have long known his public 
character as a man of talent, warmly devoted to the cause of the people; ... .” 
(Manchester Gazette, February 19, 1825). By 1831, however, he had so far come 
to dislike Place for his Neo-Malthusianism as to refer to him as a “bold bad 
man,” though he seems to have apologized to Place, either directly or through 
Bentham, for having said so. See the letter of Bentham to Place dated April 24, 
1831, in Wallas’s Life, pp. 81-82. 

* Manchester Gazette, July 9, 1825, p. 4, cols. 1-3. 

* The communication appears in the Manchester Gazette, February 10, 1825. 
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remove the evil It depends wholly upon themselves, to remain as 
they are, to better their condition, or to make it worse than it is.1° 


Second, Prentice seems to have associated the doctrines in 
Place’s Notes on McCulloch’s lectures with the attempts, made 
in Manchester two years previously, to disseminate among the 
working population of that town practical contraceptive infor- 
mation in the form of Place’s “Diabolical Handbills.” For, in 
closing the editorial remarks prompted by the reprinting of the 
Notes, Prentice observed that although the limits of a newspa- 
per of general circulation forbade him from entering upon a 
thorough discussion of the subject, he wished to “protest against 
the doctrine of surplus population” and especially against the 
“persevering efforts” which were being made “to persuade the 
working classes to resort to means for preventing an increase of 
their numbers”—means which he could “only obscurely allude 
to.”"* If the propaganda continued he declared he would pub- 
licly “denounce” it. 

While this was happening in Manchester, the storm clouds 
of equally threatening forces were gathering in London. For the 
Trades Newspaper and Mechanics Weekly Journal, the first 
English trades-union journal—a paper, by the way, which Place 
helped to found—was also on the warpath. It was part of Place’s 
adroitness in generalship of the Neo-Malthusian propaganda to 
ingratiate himself with working-class leaders by virtue of the 
performance of many essential services, and then to use these 
editors for the promotion of those reforms in which he was par- 
ticularly interested. Although there is no direct evidence that 
it was Place who sent a copy of the Notes to the Trades News- 
paper for possible reprinting or comment, all the circumstantial 
evidence points to him as the one who did this. Anyway, the 
pamphlet was received, and the unfriendly comment which came 
forth on the first page of the very first number’* warmed into in- 
tolerance, if not abuse, as succeeding numbers of that weekly 
followed. 

The Trades Newspaper complained that McCulloch, in com- 


* Ibid., p. 3, col. 2. 
* Ibid., July 9, 1825, p. 3, col. 2. * July 17, 1825, p. 1. 
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mon with other political economists, did not tell the laborers 
how they were to restrict their numbers.** It would not be infan- 
ticide; nor could it be “unnatural” and “immoral” postponed 
marriage; while to attempt “to limit the consequences of marry- 
ing” would be “ridiculous.”** Prentice’s objections to the wages- 
fund theory were quoted extensively.** The practices recom- 
mended by the Neo-Malthusian propagandists were branded as 
“detestably wicked,”** as not in accordance with the “best in- 
terests’”*’ of the working people, and as not assisting in the relief 
of the real grievances of which the working classes complain.** 
Like its irate northern contemporary, the Trades Newspaper 
pledged itself to expose the “authors” and promulgators of the 
nefarious system if the propaganda persisted. 

McCulloch, who thus, justly or unjustly, had suddenly be- 
come implicated in Place’s propaganda, in the minds of the edi- 
tors of both papers, was called upon the carpet and plain speaking 
was demanded. The Trades Newspaper wanted to know whether 
or not he was “a party to these efforts” to teach the working 
class practical means for restricting their numbers.** It suspect- 
ed that he was guilty of at least a “speculative approbation of 
them,”*”° and added, “We cannot imagine but what other than 
some such artificial, and therefore absurd means he can propose 
to work out his extraordinary theory.”** Whether McCulloch 
was aware of these public allegations I do not know. As yet he 
made no move. 

This labor journal, the Trades Newspaper, in continuing the 
attack, took up a somewhat inconsistent position. It was alarmed 
at the effectiveness with which “revolting” Neo-Malthusian 
practices were being diffused among the working people. Yet it 
had a strong faith that members of the working class would not 
permit themselves to be “mystified” into accepting so specious 
a remedy for their real ills. Moreover, the public was not pre- 

*_ Ibid. 

* Ibid. * Ibid. 

* Ibid., July 24, 1825. * Ibid., July 24, 1827. 

* Ibid., August 28, 1825. * Ibid. 

* Ibid., July 31, 1825. ™ Ibid. 
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pared to receive the doctrine. This was shown first by the fact 
that the encouragement oi such doctrines by one working-class 
newspaper had almost immediately put it out of business.** Sec- 
ondly, the propagandists had run afoul the courts.” 

When the writer of a communication, one “T. R. L.”,** ob- 
jected that the Trades Newspaper had no right to assume that 
McCulloch intended otherwise than to discourage improvident 
marriages, the journal elaborated in rather vehement terms what 
it believed was Place’s association with McCulloch: “. . . . it 
is certain that other persons, who talk very like the Ricardo lec- 
turer on this subject, do mean a great deal more than merely to 
discourage improvident marriages.”*’ The Trades Newspaper 
could not bring itself to believe that McCulloch had in mind only 
“moral restraint,” for it believed that even if all improvident 
marriages were avoided, this would still be insufficient to bring 
about that balance between population and capital which Mc- 
Culloch and other economists regarded as an essential prerequi- 
site to working class welfare. It “behooved him to be a little 
more explicit.”** In imparting to Mr. McCulloch at least a 


™The Trades Newspaper of July 24, 1825 (p. 17), argued that the Neo- 
Malthusian propaganda “annihilated almost in one day a paper of great popu- 
larity and extensive circulation, solely because in a moment of fatuity it volun- 
teered, or rather was seduced [by Francis Place?]” to champion this reform. In 
so far as the statement has foundation, one might surmise that perhaps the Arti- 
zans London and Provincial Chronicle was the paper referred to, had it not, un- 
der a new editor, managed to go through a few more issues. Perhaps it was not 
expected, at the time the editor of the Trades Newspaper wrote, that it would be 
revived. The Trades Newspaper bitterly attacked it for advocating Neo-Mal- 
thusianism. See issue of September 11, certain parts of which are reprinted by 
Field, op. cit. p. 18. 

™ The July 24, 1825, issue of the Trades Newspaper declared that the prop- 
agandists had “already [been] brought .... to the very verge of a PUBLIC 
TRIAL for the conspiracy against Nature, a trial only averted by the most abject 
submissions and the most solemn promises . . . . [of discontinuing the propa- 
ganda in the future].” Undoubtedly this was the same police encounter in which 
several young men—in whose company young John Stuart Mill, at the age of 
seventeen, is reported to have been—were called before a magistrate for dropping 
Place’s anonymous handbills down the areaways of houses. 

“Trades Newspaper, July 31, 1825. In the same issue is a communication 
by “Fair Play” extolling the new check. 


* Ibid. * Ibid. 
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“speculative approbation” of the Neo-Malthusian propaganda 
—which the Manchester Gazette could “only obscurely allude 
to”—the Trades Newspaper felt that it had 


acted on a supposition not very much out of the way—that what a man’s 
partizans—go about recommending, their head and master is very likely 
to approve. We know who the authors of the efforts without a name are; 
we know that they are among the most active friends and partizans Mr. 
M’Culloch has; and what is more, we know that the publication of these 
precious “notes” of Mr. M’Culloch—in a cheap form, for distribution 
among the lower orders—is the work of these friends and partizans, and 
forms a part of these very efforts—The object of the “notes” is to in- 
culcate the abstract-principle, that the working classes can, if they please 
(not having the dictates of nature nor the fear of God in the smallest rever- 
ence), make labour so scarce a commodity, that it may command almost 
any price; an¢ the tendency of the efforts without a name is to intro- 
duce into pracvice, certain abominable means by which it is supposed that 
object can be accomplished. The “Notes” and the efforts without a name 
are, in fact part and parcel of the same system.?* 


As the weeks bore on, the Trades Newspaper began to be 
impressed with the fact that there might be cogency in the argu- 
ment of a correspondent that mechanics and operatives might be 
“seduced by the mere influence of names, which they had been 
accustomed to respect, into a belief in doctrines and a faith in 
practices which a little investigation fairly and impartially con- 
ducted would convince them . . . . [to be] not only at vari- 
ance with their best interests” but hardly calculated to amel- 
iorate the causes of their grievances.** Buoyed up by these 
considerations, alarmed to the point of hysterical frenzy by the 
effectiveness of the secret propaganda which Place directed and 
with which they believed McCulloch to be associated either di- 
rectly or as an innocent tool, the Trades Newspaper made the 
following demands of McCulloch: 


If Mr. M’Culloch has, after all, an inclination to disown the association 
we have imputed to him. If he seriously disapproves of the base use to 
which his “Notes” and his theory have been turned, we can tell him of a 
way by which he can let the world know his real mind He has only 
to say for himself, What it is he does mean? 

* Ibid. * Ibid. 
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We have challenged the authors of the efforts without a name to SPEAK 
out; and in like manner, we challenge Mr. M’Culloch to sPEAK oUT 


Mr. M’Culloch must either answer this challenge, or submit to the con- 
clusion which his silence will undoubtedly warrant. It will not do to affect 
—that such an attack as this is beneath his notice.?® 


For his offense has been a specially serious one, inasmuch as: 

He has accused the labouring classes of being themselves the cause of 
the low wages of which they have all at one time or another complained, 
and he is bound in common fairness either to make good his charge or to 
acknowledge that he is in error. 

It was but a few days later that the Manchester Gazette “re- 
ceived from a gentleman of some eminence in the political and 
literary world” a letter® stating that he had seen in No. 2 of the 
Trades Newspaper an extract from the former paper attributing 
to his “friend,” Mr. McCulloch, opinions of a “revolting” kind. 
It happened that the writer of this letter was also a friend of 
Archibald Prentice, the editor of the Gazette, who seems to have 
been anxious to continue the relationship and make peace with 
all parties concerned. Prentice implored his friend to realize 
that although he had reprinted the Notes verbatim and had rec- 
ommended the lectures to public notice, and although he had, in 
a separate editorial paragraph, alluded to the attempts that were 
being made to “spread certain opinions amongst the working 
classes,” he “did not imagine that anyone could see in that para- 
graph™ an implication of a man whose opinions” he “had just 
been recommending to the public.” But, however that might be, 
he asserted his willingness to state in the next issue that the para- 
graph did not refer to Mr. McCulloch. But he warned McCul- 
loch’s Edinburgh friend that 
Mr. M’Culloch’s lecture was sent here by an individual who is urging every 
effort to diffuse [the] opinions you justly call revolting,®* and that this cir- 

* Ibid. 

” The letter is dated at Edinburgh, August 1, 1825, and appears in the Man- 
chester Gazette, August 6, 1825, p. 4, col. 2. In the same number this northern 
paper reprinted certain passages from the Trades Newspaper which associated 
McCulloch’s name with the propaganda. 

™ Manchester Gazette, August 4, 1825. 

™ This passage undoubtedly refers to Place. 
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cumstance, and . . . . the indistinct and general terms in which the lec- 
turer recommended the working classes to “restrict their numbers,” have led 
many to think so unfavourably of Mr. M’Culloch, that if he is desirous of 
defending his reputation here, it must be done by an unequivocal and public 
disavowal of such sentiments.** 


For himself, Prentice did not believe that McCulloch was “either 
wicked enough or foolish enough” to entertain or sympathize 
with such views, but he felt that “Mr. M’Culloch ought to be 
told that there are others who will not be satisfied with less than 
his distinct disavowal 

This double-barreled action on the part of the Manchester 
Gazette and the Trades Newspaper of London seems to have had 
the desired effect, for a few days later, Prentice received the fol- 


lowing letter from McCulloch himself: 
Edinburgh, 1oth August, 1825. 
Sr,— 

Having been shown a paragraph which was to appear in a Manchester 
Paper edited by you, in which you state, in allusion to Notes on a Lecture 
of mine published by some gentlemen of London, that the indistinct and 
general terms in which I recommend the working classes to “restrict their 
numbers” have led many to ascribe to me revolting opinions; I have to say 
that all that I meant by the recommendation alluded to, and all that I sup- 
posed anyone else could understand it to mean, was, that the labourers, in 
order to prevent their permanent degradation, and to maintain their wages 
at a high elevation, ought to increase that degree of prudence and fore- 
thought in the formation of matrimonial connections that wou!d prevent 
them from entering into them until they had a reasonable prospect of being 
able to provide for the good education and the decent and comfortable sup- 
pert of their children. Whether this doctrine may be favourably or unfa- 
vourbly regarded at Manchester is what I neither know nor care; but this is 
the whole of its amount. 

It might have occurred to you as it was not a Lecture of mine on which 
you were commenting but only Notes on a Lecture, it was rather too much 
to make me answerable for any particular expression it might contain—Be- 
lieving you will insert this letter, 

I am, Sir, 
Your most obedient Servant, 
J. R. M’Cuttocn*® 


* Prentice in a letter to (?), a friend of McCulloch, dated at Manchester, 
August 4, 1825; printed in the Manchester Gazette, August 6, 1825, p. 4, col. 2. 
™ Ibid. * Manchester Gazette, August 13, 1825, p. 2, col. 5. 
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This correction the Manchester Gazette published “with much 
pleasure,” but not without insisting that the individuals who had 
so industriously been associating McCulloch’s name with the 
Neo-Malthusian propaganda should cease doing so forthwith.* 

With the fairness of intent which usually characterized the 
radical working-class papers of this period, the Trades Newspa- 
per also gave publicity to McCulloch’s statement by reprinting 
it in full.** Perhaps, however, it was not as fair as it might have 
been in continuing to be somewhat stubborn or suspicious, or 
both. One surmises that the editors had a lingering feeling that 
McCulloch knew of Place’s activity and that McCulloch may 
even have approved of it. I am inclined to the opinion that the 
editors strongly suspected that McCulloch may have had in mind 
Neo-Malthusian methods but that he lacked the courage to face 
the public scandal. Was this owing to the fact that the editors of 
the Trades Newspaper knew that Prentice had said in the Man- 
chester Gazette of July 9, 1825, that the Notes had been pub- 
lished with McCulloch’s permission? Is it possible that McCul- 
loch gave his consent to Place’s publication of them without see- 
ing the proofs? Did Place read into McCulloch’s vague remarks 
an advocacy of Neo-Malthusian methods, or was Place quite 
accurate in his inferences? Whichever interpretation the reader 
may choose—and I think we must accept McCulloch’s denial at 
face value—the Trades Newspaper did not readily give up its 
conviction that McCulloch, knowingly or unknowingly, had be- 
come implicated in Place’s propaganda.** The editors insisted 
that a greater foresight in contracting marriages may have been 
“all that he meant,” but it certainly wasn’t “all he argued for.” 
Thus did Place’s habit of carrying an argument to its logical 
conclusion get McCulloch into difficulties. 

* Ibid. 

* Trades Newspaper, August 21, 1825, p. 82. 

* Richard Carlile’s published statements are an illustration of the persistence 
of the older view. Carlile, even after McCulloch’s letter had been made public, 
remarked that “Peter MacCulloch, the eminent political economist of Edinburgh, 
has hinted the necessity of the observance [of Neo-Malthusian practices] in his 
lectures.” Lion, TV (September 4, 1829), 291. Since Carlile was incarcerated in 


Dorchester Gaol at the time the letter was made public, he probably never knew 
of it. 
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Whatever McCulloch’s real attitude was, the editors of the 
Trades Newspaper, realizing that the Notes were being used as 
Neo-Malthusian propaganda, called upon the “gentlemen of 
London” for a similar disclaimer. If this were forthcoming, they 
would be frank to confess that all parties had been done a great 
injustice. 

There can be little doubt but that those responsible for the 
Trades Newspaper knew that Place, and no other, was responsi- 
ble for this disturbance in their intellectual equipoise. But how 
could he issue a “disclaimer”? It was his unwavering practice 
never to notice the personal attacks on him in the public prints 
of the day for his Neo-Malthusian views. In addition, he had 
already committed himself in print, although many of these 
writings were published pseudonymously, while his more daring 
propaganda was conducted secretly. 

Many were the disdainful references made to Place’s popu- 
lation views as well as to his character, especially by those whom 
he chose to term “the misleaders” of the people. But really ven- 
omous attacks on him were confined almost entirely to the 
Trades Newspaper, Cobbett’s Register, and the Bull Dog—a 
short-lived and scurrilous periodical founded for the express 
purpose of villifying Place, Carlile, and Jeremy Bentham.” To 
such very personal attacks, even though they contained many 
false statements, Place made no public reply. Always ready to 
carry on a decent discussion with those with whom he differed, 
he refused to notice mere empty vituperation. He was, however, 
for the purposes of self-entertainment, in the habit of keeping a 
list of the “names” he was called as a result of his Neo-Malthu- 
sian opinions and propaganda, and he declared in later life that 
he had been accused, at one time or another, of every crime in 
the Newgate Calendar except assassination. 

Place could not deny that the purpose of the circulation of 
the Notes was to prepare the minds of the working people for the 
reception of practical Neo-Malthusian propaganda. His posi- 
tion, in so far as it was publicly known, was perfectly clear. In 


” The only copy I know to be extant was preserved by Place and is in the 
British Museum. It has extensive marginalia by Place. 
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the Illustrations and Proofs of the Principle of Population, 
published in the spring of 1822, he had ably argued, in a chapter 
(vi) dealing with the “means of preventing the numbers of man- 
kind from increasing faster than food is provided,” for the artifi- 
cial check. This was published, of course, under his own name 
after many influential friends had failed in persuading him not 
to do so. More or less direct references were made to birth con- 
trol over his initials (“F. P.,” “F.,” and “P.”) in many commu- 
nications to working-class newspapers; while in his private cor- 
respondence, repeated efforts were made to persuade influential 
people of the necessity of its use. Doubtless it was not generally 
known that it was Place who “educated” Richard Carlile, the 
intrepid author of Every Woman’s Book.* Nor was it common 
knowledge that Place was the pivot about whom the lesser 
lights of the handbill propaganda turned. Probably few knew 
that the Black Dwarf articles written in reply to Wooler and ad- 
vocating Neo-Malthusianism (published over the initials “A. 
Z.” and over the pseudonym “A Friend of the Lower Classes”’ ) 
were Place’s.** It has only lately been shown that it was Place, in 
all probability, who interested young John Stuart Mill (“A. M.” 
in the Black Dwarf) in sending Wooler his case for Neo-Malthu- 
sianism.** So that while it is true that a few members of the 
Benthamite circle, and perhaps several working-class leaders, 
knew Place’s opinions and were aware of his leadership in the 
propaganda, so devious were the workings of the propagandists 
and so secretly were many of their efforts conducted, that the 

“The Bull Dog knew it, for William Haley, one of the editors, was a for- 
mer shopman of Carlile’s. As regards Every Woman’s Book; or, What is Love? 
two copies of the fourth edition (1826) are known, one being in the Goldsmiths’ 
Library and the other in the Field Collection. A unique abridged edition, saved 
by Place, is in the private library of Professor E. R. A. Seligman. These three 
copies of Every Woman’s Book are the only authentic editions I have been able 
to find. No copy of the early American edition (Philadelphia) seems to have 
survived. A much changed edition was brought out in London by Robert For- 
der in 1892, the two known copies being in private hands (one in the author’s 
collection). The early documents on Neo-Malthusianism are, indeed, of extraor- 
dinary rarity. 

“The use of the initials “A. Z.” is acknowledged in the Brit. Mus. Add. 
MSS, 35,154. 

“See the Supplement article referred to in footnote 3. 
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inside operations could hardly be expected to be common knowl- 
edge. And while it is true that Place’s work on Population was 
unequivocably Neo-Malthusian, its circulation was relatively 
small and there is reason to believe that it was not widely read. 
Despite these considerations, however, Place’s position was such 
that it would have been impossible for him to disown association 
with the propaganda had he experienced the slightest inclination 
to deny the allegations. There was no course left for Place, then, 
but to take the abuse of the Trades Newspaper. 

To return to McCulloch, it may be observed that there is 
further confirmation of his position in the fact that Place, after 
McCulloch’s denials were made public, never again used Mc- 
Culloch’s name in his propaganda. James Mill’s Neo-Malthu- 
sian statements, however, he not infrequently quoted.“ 

Only one reference to Neo-Malthusianism seems to have 
been made by McCulloch in his very extensive and repetitious 
writings. This occurred in the course of expressing rather dog- 
matic and sweeping opinions on the subject of population in his 
Political Economy. He argued, as did Spencer after him, that 
the increase of population was not merely consistent with a con- 


stant improvement of the mass of society but that it was the 
cause of that progress. Poverty and ambition were, in his opin- 
ion, greater stimuli to industrious habits and inventive genius 
than the desire to improve one’s condition. He quoted the Arch- 
bishop of Canterbury to prove it. Believing that a rapid rate of 
population increase was “in every respect consistent with the 
beneficent arrangements of Providence,” he held that 


If these conclusions be well founded, it follows that the schemes pro- 
posed in the ancient and modern world for directly repressing population, 
besides being, for the most part, atrocious and disgusting, have really been 
opposed to the ultimate objects their projectors had in view. Could we sub- 
ject the rate of increase to any easily applied physical control, few, compar- 
atively, among the poorer classes, would be inclined to burden themselves 
with the task of providing for a family; and the most effective stimulus to 


“From the “Colony” article in the Supplement to the Encyclopedia Bri- 
tannica (8th ed.), which was reprinted by Place, and from James Mill’s Political 
Economy (1821), pp. 34 and 51. For an example of Place’s use of James Mill, see 
Place’s reply (under the pseudonym “A Redundant Populationist”) to a preced- 
ing communication. Trades Newspaper, II (November 5, 1826), 129. 
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exertion being destroyed, society would gradually sink into apathy and lan- 
guor. It is, therefore, to the principle of moral restraint, or to the exercise 
of the prudential virtues, that we exclusively trust for the regulation of the 
increase of population.** 


While it cannot be demonstrated that the modern “atrocious 
and disgusting” “schemes” which McCulloch had in mind were 
Neo-Malthusian practices, this would seem probable in view of 
the fact that no one, even in his time, recommended infanticide 
or abortion as a means of limiting population. I believe McCul- 
loch had Neo-Malthusian “schemes” in mind. If this is so, the 
passage quoted would seem to be corroboratory evidence that 
McCulloch, unlike Place, James Mill, and (probably) Bentham, 
clung to the unamended Malthusian doctrine. This, too, would 
be in consonance with his devotion to the opinions of the greater 
part of his contemporaries and predecessors. 


NorMAN E. Himes 


Stmmons Cotiece, Boston 


“J. R. McCulloch, Principles of Political Economy (Fourth edition, 1849), 
p. 242. Italics mine. 





THE POPULATION PROBLEM SINCE THE WORLD 
WAR: A SURVEY OF LITERATURE AND 
RESEARCH—Concluded 


VIII. THE OPTIMUM 


T IS safe to say that the theory of population, which as yet, 
| as Hugh Dalton observes, is “still full of gaps and ambigui- 
tiesand . . . . still looks intellectually untidy,’*** will hence- 
forth center around the theory of the optimum. The concept of 
an optimum, or ideal, size of population concerns both theory and 
policy. Theoretically, there is for any given state of the arts and 
any given supply of available natural resources, together with a 
given supply of capital instruments and a given social organiza- 
tion, a certain size of popula’’ which can operate these re- 
sources to the best advantage an’ produce the largest per capita 
income of consumers’ goods possible under the given conditions. 
Either a smaller or a larger population would work the resources 
to less advantage and reap a smaller per capita income, although 


a larger population would ordinarily produce a larger aggre- 
gate return. Readers familiar with careful modern analyses of 
factoral proportion, or what is commonly called diminishing re- 
turns, will recognize that this point of optimum tam coin- 


cides in general with the (“point of diminishing returns,} where 
the latter is defined as that point in the variation of the’ amount 
of labor applied to a fixed area of land, or a given fund of natu- 
ral resources, at which the use of any additional amount of labor 
would lower the average return per unit of labor. This state- 
ment assumes, of course, that the proportion of laborers to total 
population remains the same. Briefly, then, an optimum popu- 
lation policy would aim to attain and maintain such a balance 
between population and resources that the per capita real in- © 
come of consumers’ goods would always be at the highest pos- 
sible level. (The desideratum in an economic optimum policy is 
the standard of living, not populousness ) In the true economic 
*“ “The Theory of Population,” Economica (March, 1928), p. 28. 
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optimum, the desired balance between population and resources 
would be secured through the lowest possible birth-rate and 
death-rate, since in thinking about a standard of living or wel- 
fare we have to think not only of real income but of real costs, 
and an unnecessarily high birth-rate or death-rate represents a 
cost for which there is no return. 

There may be reasons for departing from a policy of the 
optimum thus defined, especially if the standard of living be 
thought of in purely physical terms. As the present writer has 
noted elsewhere,**’ any one of a number of aims could theoreti- 
cally be chosen for an optimum policy, but “the optimum,” in 
the minds of most of those who have written on the concept, has 
reference distinctly to the standard of living. Since the World- 
Population Conference, it is true, certain writers have attempt- 
ed, on no very adequate grounds, to substitute other criteria. 
It must be freely admitted that a standard of living is difficult 
to define. A part of the as yet unwritten theory of the optimum 
will involve an analysis of the elements, both positive and nega- 
tive (costs and returns), which enter into the standard of living. 
To go into the pure economics, to say nothing of the ethics, of 
the optimum would take us beyond our present purpose. The 
present writer hopes to offer a contribution on these difficult 
matters in another connection. 

The optimum policy as before defined would stand in sharp 
contrast to the traditional policies which, when they have had 
any rational basis at all, have been founded on military and mer- 
cantilist motives—nationalistic interests demanding a plentiful 
supply of soldiers and commercial interests demanding cheap 
labor.*** If students of the population problem could be brought 
to think in terms of the optimum, defined in some such way as 
that preceding, there would be a tremendous clearing of the at- 

“The Optimum Size of Population,” Population Problems in the United 
States and Canada, edited by L. I. Dublin (1926), chap. v. 

** This old-time nationalistic and militaristic position is still taken, not un- 
naturally, by the Italian Professor C. Gini, who emphasizes military man-power 
and strongly implies that the welfare or standard of living of the individual must 
be subordinated, as a criterion of population policy, to the power and safety of 


the state. See his “Considerations on the Optimum Density of Population,” Pro- 
ceedings of the World-Population Conference (1927), pp. 118-23. 
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mosphere and we might be spared further barren controversy 
over the rightness or error of the Malthusian theory and further 
lamentation over the declining birth-rate. 

The optimum concept, in a definite form, is almost wholly 
a post-war idea. Its history is therefore brief. Intimations and 
adumbrations of the idea are indeed old enough. They are clear- 
ly discernable in Schiffle’*® and John Stuart Mill,**° and are 
traceable in Sismondi,’** William Thompson,*” and Cantillon.’ 
Indeed, by a little stretching of interpretation, Plato and Aris- 
totle might be added to the list. If the idea is to be attributed 
to any one man, that man is Edward Cannan. In 1914*** he 
presented the concept succinctly enough, though he did not use 
the term. As early as 1888 and 1893, in fact, he had the idea.** 
In Germany Budge’ and Wicksell *** had some idea of the op- 
timum, but did not develop it. More sustained attempts at 
presentation and analyses of the concept, however, are of quite 
recent date. The present writer attempted to define it, and 
pointed out certain problems connected with it, at the Chicago 
meeting of the American Statistical Association in December, 
1924."** Shortly afterward, in March, 1925, H. P. Fairchild pre- 
sented the idea at the Sixth International Neo-Malthusian and 
Birth-Control Conference in New York,’ and again at the 

™ Das gesellschaftliche System der menschlichen Wirtschaft, 3d. ed. (1873), 
p. 568, cited by H. Janke, Die Ubervilkerung und ihre Abwehr (1893), p. 115. 

™ Principles of Political Economy, Bk. I, chap. xiii, $2; Bk. IV, chap. vi, §2; 
1st ed. (1848), I, 228; IT, 311. 

™ Nouveaux Principes d’Economie Politique (1819), Vol. II, chaps. i, iv. 

™ An Inquiry into the Principles of the Distribution of Wealth (1824), pp. 
538-39. 

™ Essai sur la Nature du Commerce (1755), p. 113 quoted by Cannan, 
Theories of Production and Distribution, 3d ed. (1917), p. 125. 

™ Wealth, p. 69. 

* Elementary Political Economy, and Theories of Production and Distri- 
bution. 

™ Das Malthus’sche Bevilkerungsgesets und die theoretische Nationalékon- 
omie der letzten Jahrzehnte (1912), p. 91. 

™ Vorlesungen, Vol. I, 1913. 

"Tie Optimum Size of Population,” Population Problems in the United 
States and Canada, edited by L. I. Dublin (1926), chap. v. 

™ “Optimum Population,” Proceedings of the Sixth International Neo-Mal- 
thusian and Birth-Control Conference (1926), I, 31-36. 
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World-Population Conference, Geneva, September, 1927.** It 
was salutary for the continental delegates to this conference, 
some of whom were a bit obsessed by nationalistic sentiment, to 
be reminded that the standard of living is the only factor that 
has an ultimate human value, and that “the most important task 
of applied social science is to provide means for determining the 
point of optimum population.” 

Earlier, in 1922, A. M. Carr-Saunders, in his now well- 
known book, The Population Problem, set forth the idea as fol- 
lows: “There will be, taking into account on the one hand the 
known arts of production and on the other hand the habits and 
so on of any people at any one time in any given area, a certain 
density of population which will be the most desirable from the 
point of view of return per head of population.’”*® Not content, 
however, with this theoretical statement, Carr-Saunders at- 
tempted to uphold the untenable thesis that human groups have 
always and everywhere, by artificial limitation on natural in- 
crease, sought to maintain the optimum relation between popu- 
lation and resources. A large part of the book is taken up by 
an account of the means employed by primitive and ancient 
peoples. It is worthy of note that F. A. Theilhaber,*® as early 
as 1913, after briefly reviewing these means, arrived at a very 
similar generalization. Theilhaber also asserted that population 
policies have always been actuated by economic motives. Neither 
writer, however, attempted an analysis of the technological and 
economic elements of the relation between population and natu- 
ral resources, or the “man-to-land ratio.’”"** Moreover, Carr- 
Saunders did not distinguish, amid his flood of anthropological 
citations, between an optimum maintained by abortion, infanti- 
cide, and other practices productive of a high death-rate, and 
the true optimum which involves a low death-rate and low birth- 


“Optimum Population,” Proceedings of the World-Population Conference 
(1927), pp. 72-85. 

Op. cit., p. 200. Carr-Saunder’s smaller book, Population (1925), con- 
tains a chapter entitled “Optimum Density,” but there is little about the opti- 
mum in it. 

™ Das sterile Berlin, p. 25. 

** Term used by C. Panunzio, Immigration Crossroads (1927). 
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rate, a consideration which cannot be too strongly emphasized. 
An “optimum” of the sort which he says has universally been 
striven for might be better than “war, famine, and misery,” but 
it is not the optimum which will be the aim of a rational popu- 
lation policy among enlightened peoples. To the economist, who 
will regard the population problem as a problem in real costs 
and real income, Carr-Saunders’ contribution is somewhat dis- 
appointing. 

Among the Germans, for all their voluminous interest in 
population, tradition has not been favorable to development of 
an idea like that of the optimum. A number of German writers 
make distinction between “absolute” and “relative” overpopu- 
lation. Unfortunately there is no agreement as to what consti- 
tutes relative overpopulation, though the term should suggest a 
line of analysis which would lead directly to the concept of the 
optimum. The only current German writer who appears to have 
thought seriously of the optimum is Julius Wolf, whose pre-war 
book, der Geburtenriickgang (1912), is the best treatment there 
is of the declining birth-rate, and who adds to “the law of the 
optimum” a law of diminishing returns in techno-economic prog- 
ress.*** He does not, however, give the idea of the optimum a 
clear relation to a rational ethics, or show its close connection 
with the standard of living. 

A clear idea of the principle of the optimum is presented in- 
cidentally in an unexpected place by Dr. J. M. Cooper, whose 
exposition of the Catholic church’s grounds for opposition to 
birth control is perhaps the best tempered of the numerous Cath- 
olic writings on the subject.*** While Dr. Cooper sees the mean- 
ing of what economists have, somewhat loosely, called increas- 
ing and decreasing returns, he does not attach much weight to 
the concept of the optimum, and does not follow it up, probably 
because, like so many other writers, he is more interested in dis- 

See Nahrungsspielraum und Menschensahl (1917), pp. 19-27. The ideas 
expressed in this brochure were advanced, by implication at least, by Wolf long 


before the war. See “Ein neuer Gegner des Malthus,” Zeitschrift fiir Socialwis- 
senschaft, IV (1901), 289; Die Volkswirtschaft der Gegenwart und Zukunft 


(1912). 
™“* Birth Control (National Catholic Welfare Council, Washington, 1923). 
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proving the existence of any near danger of overpopulation than 
in analyzing the conditions which determine the standard of 
living. 

Another unexpected place in which the principle of the opti- 
mum appears to be recognized, though again not followed up, 
is in P. A. Wadia and G. N. Joshi’s The Wealth of India (1925). 
These authors say: 


Thus, though from the point of view of production an indefinite in- 
crease of population may be desirable, from the point of view of distribu- 
tion such an indefinite increase, under static conditions may bring poverty 
and misery. In every country there is an ideal magnitude of population, a 
point marked by the highest amount of wealth production combined with 
a distribution that secures to all classes a sufficiency of the needs of phys- 
ical existence, a point never reached in practice, but one toward the realiza- 
tion of which all the complex machinery of our social and economic and 
political life might well be directed.1** 


Finally, two notable contributions to the theory of the opti- 
mum have recently been made in England by Lionel Robbins*” 
and Hugh Dalton,** both students and colleagues of Cannan. 
Robbins’ main object is a clear exposition of the contributions 
of Cannan on the subject, but he adds some analysis of his own. 
Dalton’s purpose is to secure more accurate discrimination and 
definition of terms like “underpopulation” and “overpopula- 
tion,” and of the term “optimum” itself, and to point out many 
difficult problems of analysis, especially those involving time 
and dynamic change, which will have to be grappled with if we 
are to have a developed theory of the optimum. He gives special 
attention to the difficulty of measuring the degree to which a 
population oversteps or falls short of the optimum number. Im- 
portant as they are, we cannot here take space to do justice to 
these two contributions. Suffice it to say that the serious stu- 
dent will not fail to read them. 

The papers of Fairchild and East at the World-Population 
Conference have already stimulated considerable thought in Eu- 


* Op. cit., p. 38. 

** “The Optimum Theory of Population,” London Essays in Economics in 
Honor of Edwin Cannan (1927). 

“The Theory of Population,” Economica (March, 1928), pp. 28-50. 
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rope. E. Dupreel contributes a somewhat dialectical discussion 
of the possible criteria of the optimum. Together with others, 
he finds more difficulties than there really are in defining the 
optimum. Characteristically he folds to his heart the old dictum 
that progress is impossible without increasing population.** 

A year or two since one would have said that the concept of 
the optimum was so new as to have as yet but scant recognition. 
We may still say that it is a new concept, but the rapidity with 
which it has found its way into discussions of the population 
problem is indicative both of the intense current interest in that 
problem and of the speed of intellectual diffusion. The optimum 
idea is even finding its way into the newer texts in economics and 
sociological treatises.**° 

IX. BIRTH CONTROL 

However rapidly the idea of conception control was spread- 
ing, via backyard fences, before the war, the organized neo-Mal- 
thusian movement seems to have been in a moribund state, save 
in Holland and England. It was galvanized into vigorous propa- 
gandistic life in the United States by Margaret Sanger. We need 
not undertake a history of this new American contraceptive 
movement. It was strong enough to start a monthly magazine, 
the Birth Control Review, in 1917. Two groups of birth-control 
advocates developed early in the new movement. The larger and 
more influential, headed by Mrs. Sanger and organized as the 
American Birth Control League in 1922, advocates that the laws : 
be amended to allow the medical profession to give contracep- 
tive information. The other group, headed by Mary Ware Den- 
nett, and known as the Voluntary Parenthood League, advo- 
cates the removal of all legal restrictions on the dissemination of 
contraceptive information.’ The Voluntary Parenthood League 

™ “T optimum de population et ses critéres,” Revue de P’Institut de Sociolo- 
gie (January-March, 1928), pp. 1-34. 

*° For example, R. T. Bye and W. H. Hewitt, Applied Economics (1928), p. 
205; Pitirim Sorokin, Contemporary Sociological Theories (1928), pp. 394, 398, 
402, 403. 

™ The “Statement of Principles” of the American Birth-Control League 
may be found in the Proceedings of the First American Birth-Control Confer- 
ence (Birth Control: What It Is, How It Works, What It Will Do) (New York, 
1922), pp. 207-10. 
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has concentrated its efforts on Congress with a view to repeal 
of the statute, got through Congress by the fanatical reformer 
Anthony Comstock in 1873,'** which classifies contraceptive in- 
formation with obscene literature and forbids its transmission 
through the mails. Mrs. Dennett has also compiled an excellent 
collection of all the American laws, federal and state, bearing on 
birth control.’** The Birth Control League has devoted its atten- 
tion to public education on the idea of birth control and to the 
establishment of birth-control clinics where possible. It has also 
been responsible for several national birth-control conferences, 
the first American being held in 1921, and has taken prominent 
part in international conferences.*“* Mrs. Sanger was instru- 
mental in the calling of the First World-Population Conference. 

The birth-control movement has been one among many agen- 
cies which have helped to get rid of the conspiracy of silence on 
sex matters and to introduce a certain amount of rationalism in 
a department of life hitherto ruled largely—where ruled at all— 
by sentimentality, ignorance, superstition, prejudice, and au- 
thoritarianism. Not the least of the public services of the birth- 
control advocates is the fight they have made for freedom of 
speech and assembly. 

This is not to say, however, that all the birth-control litera- 
ture has been on a high intellectual plane. On the contrary, the 
bulk of it has been propagandistic and controversial, and much 
of it carries the sentimental appeal characteristic of propaganda, 
and probably in most cases necessary to it. As with American 
immigration literature, so here: very little of the birth-control 
literature has scientific value. It is perhaps natural that the 
ethical question should come first. That question, fundamental- 

™ See Heywood Broun and Margaret Leech, Anthony Comstock, Rounds- 
man of the Lord (1927). 

** Birth-Control Laws: Shall We Keep Them, Change Them, or Abolish 
Them? (1926). See also G. E. Worthington, “Statutory Restrictions on Birth 
Control,” Journal of Social Hygiene, IX (November, 1923), 458-65 (reprinted in 
J. E. Johnsen, Selected Articles on Birth Control [1925], pp. 36-44). 

See Report of the Fifth International Neo-Malihusian and Birth-Control 
Conference (London, 1922), § vols.; Proceedings of Sixth International Confer- 
ence (New York, 1926), 4 vols.; Proceedings of the First American Birth-Control 


Conference (Birth Control: What It Is, How It Works, What It Will Do) (New 
York, 1922). 
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ly, is whether a woman has the right to control her own body. 
Scientifically, however, the problem of birth control—or more 
properly the problem of conception control—involves medical 
research to determine the safest and most reliable contraceptive 
methods. Since, also, there is opposition on alleged physiological 
and psychological grounds, the discussion inevitably calls in the 
physiologists and psychiatrists. 

Today a large part of the literature of birth control deals 
with the eugenic (or according to some, the dysgenic) aspects of 
family limitation. It is very difficult to separate the scientifically 
well-founded from the pseudo-scientific in this type of literature. 
One’s judgment will depend on how critical one is of the evi- 
dence and reasoning on which those who fear the consequences 
of differential fertility have built their structure of argument 
either for or against birth control. A glance through the files of 
the Birth Control Review will show that in late years the birth- 
control advocates have emphasized, in their propaganda, more 
and more the eugenic aspects, and have failed to be properly 
critical of the biological and statistical (statistics of differential 
fertility, and of mental tests) data. In this they are not alone, 
by any means, since they are in the company of not a few biolo- 
gists, psychologists, and sociologists. Yet in the meantime there 
are strong indications that some of the psychologists, at least, 
are becoming skeptical as to the racial or organic inheritance of 
many mental characteristics which formerly were regarded as 
indubitably inheritable, and some students of population, seeing 
how cogent and sufficient are the economic and political reasons, 
to say nothing of the fundamental ethics of voluntary versus 
compulsory motherhood, for population limitation, will regret 
that the birth-control advocates so emphasize a more question- 
able ground. 

Post-war birth-control literature is already so extensive that 
it would be tiresome and futile to attempt an inclusive review of 
it. Bibliographies have been published by Theodore Schroe- 
der,’"* William J. Robinson,*** S. J. Holmes, *” and Julia E. 

™ Free Speech Bibliography (1922), pp. 188-93. 

© American Journal of Urology and Sexology, XIII (1917), 184-92, 233-40, 
281-86, 329-36. 

™ Bibliography of Eugenics (1924), pp. 341-54. 
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Johnsen.*** Current new publications are listed in the Birth 
Control Review. References to medical articles on contracep- 
tion may be found in the Jndex Medicus, published by the Amer- 
ican Medical Association, Chicago. No one as yet has written a 
connected history of the recent birth-control movement in Eu- 
rope and America. Nor is there a comprehensive history of neo- 
Malthusianism from its origins. Mr. Norman E. Himes is now 
working on the materials for such a history, however.’*® Some 
outstanding material on methods and physiological effects is 
published by Marie Stopes (whose conclusions, however, have 
not escaped serious criticism on the part of American clinical 
research workers) ,’*° Ettie A. Hornbrook,’™ the New York Ob- 
stetrical Society,*** Dr. R. L. Dickinson (who gives a careful 
technical account of clinical experience),*** Dr. Mensinga- 
Hasse,*** Dr. J. Rutgers,’** and Dr. J. F. Justus.*** 


8 Selected Articles on Birth Control (1925), pp. xxxvii-Ixxxiii. 

*® The following references will be found valuable: J. A. Field, “The Early 
Propagandist Movement in English Population Theory,” American Economic Re- 
view, I (April, 1911), 205-36; Annie Besant, Autobiography (1917); Norman E. 
Himes, “The Birth-Control Handbills of 1823,” Lancet (London, August 6, 
1927), pp. 313 ff.; Heywood Broun and Margaret Leech, Anthony Comstock, 
Roundsman of the Lord (1927); The Queen vs. Charles Bradlaugh and Annie 
Besant (London, no date) (report of the Bradlaugh trial, 1877); files of the Neo- 
Malthusian, London; Norman E. Himes, “The Place of John Stuart Mill and of 
Robert Owen in the History of English Neo-Malthusianism,” Quarterly Journal 
of Economics, XLII (August, 1928), 627-40; “Charles Knowlton’s Revolution- 
ary Influence on the English Birth-Rate,” New England Journal of Medicine, 
CXCIX (September 6, 1928), 461-65. 

Contraception (London, 1923; new ed., 1927); The First Five Thousand 
(London, 1925) (report of the experience of “the first birth-control clinic found- 
ed in Great Britain,” established in 1921). 

™ Practical Birth Control (London, 1927). 

™ “Report of Committee on Regulation of Conception,” American Journal 
of Obstetrics and Gynecology, VII (1924), 266 ff. 

** “Contraception: A Medical Review of the Situation,” Transactions of 
the American Gynecological Society, XLIX (1924), 95-117. 

™ Facultativ Sterilitat, I. Teil, Beleuchtet vom prophylaktischen und hy- 
gienischen Standpunkte ; II. Teil, Das Pessarium occlusivum und dessen Applika- 
tion, 7th ed. (Leipzig, 1900). 

** Die hygienische Bedeutung des Neumalthusianismus, Amsterdam. 

Theorie und Praxis des Neumalthusianismus, 11th ed. (Leipzig, no date). 
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Medical psychology is concerned with birth control in its 
effects on neural stability and mental health. It is easy here for 
the student to get far afield into the literature of psychiatry and 
psychoanalysis. From this point of view birth control is a sec- 
tion of sex hygiene.** 

Not all of the opposition to birth control comes from re- 
ligious sources. We have, for instance, that of L. I. Dublin on 
statistical and economic grounds.*** Opposition on nationalistic 
and militaristic grounds found expression in the second report 
of the National Birth-Rate Commission.**® In fact, of course, 
much of the loose talk and writing about “race suicide” has been 
actuated by such motives and is a more or less unconscious ra- 
tionalization of them in popularly acceptable terms of race and 
national survival, patriotism, the duty of parenthood, and the 
like. Curiously, opposition to birth control has been voiced by 





** See Dr. Aaron J. Rosanoff, “The Question of Birth Control Discussed 
from a Psychiatric Standpoint,” Birth Control Review, VI (1922), 81, 89 (also 
in Proceedings of the First American Birth-Control Conference [1922], pp. 53- 
56); Dr. André Tridon, “Birth Control and Psychoanalysis,” ibid., pp. 139-46; 
Knight Dunlap, “Psychological Factors in Birth Control,” Journal of Abnormal 
Psychology, XVII (1922-23), 330-45. A remarkable appeal, in an unexpected 
quarter, to psychoanalysis in favor of contraception is made in The Morality of 
Birth Control, by a Priest of the Church of England (London, 1924). 


** “The Excesses of Birth Control,” Proceedings of the Sixth International 
Neo-Malthusian and Birth-Control Conference (New York, 1926), II, 179-90 
(reprinted in Julia E. Johnsen, Selected Articles on Birth Control, pp. 253-63); 
“The Fallacious Propaganda for Birth Control,” Atlantic Monthly (February, 
1926), pp. 186-94. Dr. Dublin is answered by Frank H. Hankins, “The Ration- 
ality of Birth Control,” Proceedings of the Sixth International Neo-Malthusian 
and Birth-Control Conference (1926), II, 191-200 (reprinted in Birth Control 
Review [May, 1926], pp. 151, 152), and T. D. Eliot, “The Policies of the Neo- 
Malthusian Movement: Criticisms and Appraisals,” Journal of Social Hygiene 
(March, 1927). Paul Poponoe (The Conservation of the Family [1926], chap. 
Ixxvii) makes an attack notable for its inaccuracies and violence. It is an illus- 
tration of the way in which opponents let their passions run away with their 
judgment. 

™ Problems of Population and Parenthood (1920), pp. lxxii-Ixxvi. See also 
Sir Rider Haggard, “Imperial and Racial Aspects,” The Control of Parenthood, 
edited by James Marchant (1920), pp. 179-206. 
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certain woman physicians, notably by Dr. Elizabeth Black- 
well,’® in times past, and currently by Dr. Mary Scharlieb.*™ 

The main organized and institutional opposition to birth 
control—or at least to contraception—comes from the Catholic 
church. Orthodox Jewish morality condemns contraception by 
any artificial means or by “onanism.”**” It is evident, however, 
that among the Jews, as among other groups, the pressure of 
social custom and of economic interest lead to family limitation. 
If there are pronouncements on the subject in the evangelical 
churches, it may be taken as practically certain that they have 
even less effect than such edicts among the Jews. The position 
of the Church of England cannot be stated in general, since the 
church is divided into many sections of opinion, some approach- 
ing very closely the Catholic doctrine, some, typified by the writ- 
ings of Dean Inge, representing a very modern and liberal out- 
look. The Lambeth Conference, in, 1908, viewed with alarm 
“the artificial restriction of the family” and discountenanced 
“all artificial means of restriction.’"** A “Memorandum on the 
Misuse of Marriage,” prepared by a committee of bishops in 
1913, speaks more circumspectly but declares the belief “that 
(broadly speaking) such use of drugs or appliances is at once 
. dangerous, demoralizing, and sinful.”"*** In 1920 the bishops 
held another formal conference on the subject at Lambeth Pal- 
ace and condemned “the use of unnatural means for the avoid- 
ance of conception,” but, as Harold Cox notes, carefully re- 

* Essays in Medical Sociology, revised and reprinted for private circulation 
(London, 1899), chap. ii, “The Benevolence of Malthus Contrasted with the Cor- 
ruptions of Neo-Malthusians” (first printed in 1888). As the title suggests, Dr. 
Blackwell’s discussion is marred by an excess of sentiment and rhetoric. 

™ Evidence before the National Birth-Rate Commission: The Declining 
Birth-Rate, Its Causes and Effects (1917), pp. 264-73; also in James Marchant 
(editor), Tke Control of Parenthood (1920). See also Dr. (Lady) Florence E. 
Barrett, Conception Control and Its Effects on the Individual and the Nation 
(London, 1922). 

See the evidence of Chief Rabbi Dr. J. H. Hertz before the National 
Birth-Rate Commission, The Declining Birth-Rate (1917), pp. 425-36. 

“The Declining Birth-Rate (1917), p. 388, and James Marchant, Birth- 
Rate and Empire (1917), p. 168. 

™ Reprinted in The Declining Birth-Rate, pp. 382-88, and in Marchant, pp. 
168-74. 
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frained from stating what they meant by “unnatural.’”"*’ Mean- 
while some of the leading liberals in the church came out, some 
emphatically, for a reduction of the birth-rate through the use 
of contraceptives.’ It is probably safe to say that there has 
been a progressive and rapid liberalization and rationalizing of 
sentiment in nearly all Protestant churches, with the possible 
exception of the Lutheran. The case stands differently in the 
Catholic church, though there can be no doubt that Catholics 
are only a little less immune to the trend of the times, in actual 
practice, than are the Jews and others. The official Catholic 
doctrine, theoretically binding on all Catholics, on pain of “mor- 
tal sin,” does not close the door entirely on family limitation. 
The good Catholic is permitted to outwit nature by circumspect 
moral restraint, but “onanism” and all contraceptives are re- 
garded as “artificial” and “unnatural” and rigidly prohibited. 
The official Catholic doctrine of marriage is intensely legalistic, 
and there is no present indication of any modification of it. 
While Catholic writers are less ready than others to admit the 
possibility of early overpopulation, their central opposition to 
contraception is based upon the contention that it is “unnatu- 
ral.”"*’ Criticisms and refutations of the Catholic conception 

* Harold Cox, The Problem of Population (1923), p. 226. 

* Dean Inge, Outspoken Essays, first series (1920), chap. iii; ibid., second 
series (1922), chap. vii; “Control of Parenthood-—Moral Aspects,” Nation, CXIII 
(London, December 7, 1921), 642, 643 (reprinted in Julia E. Johnsen, Selected 
Articles on Birth Control [1925], pp. 239-43); “Economic Aspects,” in James 
Marchant, The Control of Parenthood (1920), pp. 58-74. The Bishop of Bir- 
mingham (president of the second Birth-Rate Commission) in the London Times 
(April 8, 1919). See also The Morality of Birth Control, by a Priest of the 
Church of England (1924). 

*' The best exposition of the Catholic position is given by Dr. John M. 
Cooper, Birth Control (National Catholic Welfare Council, Washington, 1923). 
An authoritative but disconnected presentation is given by the Right Rev. Mon- 
signor W. F. Brown, in his précis and evidence before the National Birth-Rate 
Commission, The Declining Birth-Rate (1917), pp. 380-413. See also H. G. 
Sutherland, Birth Control: A Statement of Christian Doctrine against the Mal- 
thusians (London, 1922); T. J. Gerrard, Marriage and Parenthood, the Catholic 
Ideal (1911); E. J. Menge, Backgrounds for Social Workers (1918), pp. 72-05. 
Dr. John A. Ryan has written a number of authoritative articles against birth 
control (see Catholic Encyclopedia; Catholic Mind [June 22, 1915]; Ecclesiasti- 
cal Review, LIV [1916], pp. 684-96; The Church and Socialism [1919], pp. 
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and use of the term “unnatural” have been numerous.*** The 
Catholic position is subjected to a devastating fire of logical 
analysis by “a Priest of the Church of England.’”*” 

This brief sketch should not be concluded without noting 
the report of the disbandment of the Neo-Malthusian League in 
England, its work and aims having now been accomplished. 


X. ADVANCES IN VITAL STATISTICS 


Probably the most important new development in the study 
of vital statistics is the analyses which have been made of the 
influence of changing birth- and death-rates, and of the result- 
ant changes in age constitution, on future rates of natural in- 
crease. Adequate knowledge of this influence will enable us to 
estimate with some degree of assurance how low the birth-rate 
may fall without causing a decrease of population. The problem 
was touched upon by Edward Cannan*” in 1895 and by W. F. 
Willcox*™ in 1916. The first direct attack on the problem for 
Great Britain was made in 1924 by Professor Bowley, who con- 
cluded that “at the birth-rate (per potential mothers) of the 
years 1921-23, the population will ultimately diminish if there 
is any emigration, unless the death-rates fall further.’”*°? The 
problem was presented at some length in 1925 by G. Udney 


217-35; Catholic Charities Review, IV [1920], pp. 299-301; ibid. [May, 1924], 
pp. 163-65). For the legalistic or theological aspect, T. Slater, Questions of 
Moral Theology (1915), and A Manual of Catholic Theology (3d ed., New 
York), 2 vols., should be consulted. 

See, for example, T. D. Eliot, “The Ethics of Birth Control,” Sociological 
Review, XIX (July, 1927), 239-50; A. B. Wolfe, “Some Sources of Sentiment 
Against Birth Control,” Proceedings of the First American Birth-Control Con- 
ference (Birth Control, What It Is, How Ji Works, What It Will Do), 1922, pp. 
21-29. 

™ The Morality of Birth Control (1924). 

*° “The Probability of the Cessation of the Growth of Population in Eng- 
land and Wales during the Next Century,” Economic Journal, V (December, 
1895), 505-15. 

«<The Nature and Significance of the Changes in the Birth- and Death- 
Rates in Recent Years,” Publications of the American Statistical Association, XV 
(March, 1916), 1-15. 

™ “Births and Population in Great Britain,” Economic Journal (June, 
1924), pp. 188-92. 
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Yule,”** who became involved in it in his discussion of Pearl’s 
logistic law. The problem was touched upon again about the 
same time by R. M. Maclver,’* and a mathematical treatment 
was advanced by L. R. Connor.*” None of these papers, how- 
ever, equaled in thoroughness of insight or in mathematical care 
the recent analysis made by Dublin and Lotka.*” 

Paradoxically, past decline in the birth-rate retards further 
fall in the birth-rate. So long as the birth-rate continues falling 
there will be a higher percentage of women of child-bearing age 
in a given generation than there was in the preceding. This 
means that the crude birth-rate will be larger for the time 
being than it otherwise would be. “But the birth-rate cannot 
continue to fall indefinitely. Sooner or later it must become sta- 
tionary, or nearly so. The second source [the first is immigra- 
tion] of our relatively high proportion of persons in the repro- 
ductive age groups will then also be cut off, and then, with 
precisely the same mortality as today, and precisely the same fe- 
cundity of our women, we should have a birth-rate very different 
from that now observed.” Were the fertility rate at each age 
and the death-rates at ages to be pegged at their present levels, 
we should have, “after the age distribution had had time to ad- 
just itself to these constant biological conditions,” a birth-rate of 
only 20.9 instead of 23.4 (the rate in 1920). Meanwhile, be- 
cause of changing age distribution, the death-rate would rise 

** “The Growth of Population and the Factors Which Control It,” Journal 
of the Royal Statistical Society, LX XXVIII (January, 1925), 23-41. 


™ “Trend of Population with Respect to Future Equilibrium,” Population 
Problems in the United States and Canada, edited by L. I. Dublin (1926), 
chap. xix. 


“Fertility in Marriage and Population Growth,” Journal of the Royal 
Statistical Society, LXXXIX (May, 1926), 553-66. 

** L. I. Dublin and A. J. Lotka, “On the True Rate of Natural Increase,” 
Journal of the American Statistical Association, XX (September, 1925), 305-39. 
See also A. J. Lotka, “The Measure of Net Fertility,” Journal of the Washington 
Academy of Sciences, XV (December 19, 1925), 469-72; “The Progressive Ad- 
justment of Age Distribution to Fecundity,” ibid., XVI (November 18, 1926), 
505-13; and note in Eugenics Review, XTX (October, 1927); also R. A. Fisher, 
“The Actuarial Treatment of Official Birth Records,” Eugenics, July, 1927; P. K. 
Whelpton, “Population of the United States, 1925 to 1975,” American Journal of 
Sociology, XXXIV (September, 1928), 253-70. 
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from 12.41 (in 1920) to 15.43, and we should have a natural in- 
crease, not of 10.99, but 5.5. Such is Dublin and Lotka’s main 
conclusion.*” They further calculate that, with the 1920 age 
schedule of maternity frequency and the 1920 life table, to 
maintain a stationary population (births—deaths) every mar- 
ried woman must have on the average 2.62 children, and every 
fertile married woman, 3.15 children.*”* 

At this point should also be mentioned R. R. Kuczynski’s 
forthcoming book, The Balance of Births and Deaths: I. West- 
ern and Northern Europe (The Macmillan Co.), in which by a 
method devised by himself he shows according to the publisher’s 
announcement, that the decrease of the birth-rate has not been 
offset by a corresponding decrease of the death-rate and that 
“with present fertility the population of Western and Northern 
Europe cannot in the long run maintain itself.” 

All of the before-mentioned papers deal with specific popula- 
tions and on certain specific assumptions. Yule confesses that 
he “sees no general method of effectively attacking the problem 
at present.”*°* Lotka works out the demographic functions of a 
population of stable age distribution,” but to develop a general 
formula for natural increase in a population in which birth-rates, 
death-rates, and age constitution are all changing is a mathe- 
matical task which will probably not soon be attempted. 

A second point of interest in the interrelations of births, 
deaths, and age constitution is the effect of changes in these fac- 
tors on the future labor supply. This has been discussed by 
Bowley.*™ 

Other post-war contributions to vital statistics may be men- 
tioned briefly. One of the most interesting is Pearl’s “vital in- 
dex.” This is simply the ratio of births to deaths, though Pearl 

™ Ibid., pp. 306, 307. * Loc. cit., p. 35. 

™ Tbid., pp. 325-27. ™° Dublin and Lotka, loc. cit., pp. 329 ff. 

* fs; Unemployment Inevitable? (1924), pp. 8, 9, 359-65. Also League of 
Nations (Economic and Financial Section [1926], II, 67), estimates of the work- 
ing population of certain countries in 1931 and 1941. Cf. an article in the Reichs- 
arbeitsblatt (Berlin, November 24, 1925), on the effect of decreased birth-rate on 
the future supply of labor in Germany (abstracted in the Monthly Labor Re- 
view, XXII [February, 1926], 155, 156). 
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total births x 100 
total deaths 
poses such indexes may be convenient, but essentially they do 
not tell us any more than the older “rate of natural increase.” 
Pear! makes elaborate use of his vital indexes in two papers in 
which he studies the rates of increase in the various racial ele- 
ments and crossings in the United States, and in which he works 
out an interesting statistical presentation of the fact that the 
rate of natural increase of native whites in the United States is 
in general increasing, while that for stock born of foreign parent- 
age is decreasing. It has been known for a long time that the 
birth-rate of the children of immigrants is falling—as Pearl puts 
it, “almost, if not quite, the first biological result of Americani- 
zation is to reduce the fertility of marriages”’—but Pearl is ° 
perhaps the first to study together the birth-rates and the death- 
rates of the various “nativity” categories.*** Certainly his anal- 
ysis of the vital results of racial fusions is one of the best we 
have. Pearl, and his disciple, Sweeney, regard the vital index— 
or we may say more simply the rate of natural increase—as a 
measure of the “biological soundness” of a population. All that 
this means is that the population which is autogenously increas- 
ing shows its ability to increase. The converse is not true, of 
course. A population that is decreasing is not necessarily bio- 
logically or in any other way “unsound.” It seems unfortunate 
to use the term “biological soundness” in this connection, for a 
population which is increasing may nevertheless be composed of 
individuals of low physical health and vitality and of low men- 
tality. Surely “biological soundness,” if it means anything, 
means more than mere spawning capacity. It is not even certain 
that the vital index is what Sweeney says it is—a measure of the 
“evolutionary survival value of a population.”** It is undenia- 
ble that a population in which the death-rate continued indefi- 

™ “The Vitality of the Peoples of America,” American Journal of Hygiene, 
I (1921), 592-674 (reprinted in Studies in Human Biology [1924], pp. 177-252); 
“Trends of Vital Indices,” ibid., pp. 253-72. See also “The Stability of England's 
Population Growth,” ibid., pp. 550-57, and J. S. Sweeney, The Natural Increase 
of Mankind (1926). 

™ Op. cit., p. 26. 


. For certain pur- 





expresses it as a percentage, 
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nitely to exceed the birth-rate would eventually disappear, but 
it does not follow that a population with a vital index of 120 
will survive longer or better than one with a vital index of 100. 
Economic and cultural factors, too easily slighted by the biolo- 
gist, may give the latter population an immense advantage. 

It should be noted in passing that Pearl has made many 
notable contributions to the study of vital statistics, especially 
of mortality. As these studies lie somewhat to one side of the 
main body of population literature and theory, they need not 
here be considered.*** 

Since the campaign of the public health and child hygiene 
associations in the past twenty years or so has been so remarka- 
bly successful in Western Europe and America in reducing infant 
mortality, that subject is now claiming relatively less atten- 
tion than before the war. To note even the most important post- 
war contributions, however, would take much space. Outstand- 
ing among serious studies, of course, are those of the United 
States Children’s Bureau. Special mention should be made, be- 
cause of its importance and its thoroughness, of R. M. Wood- 
bury’s report on Causal Factors in Infant Mortality.*** To the 
Children’s Bureau and Dr. Woodbury we are indebted also for 
an excellent study of maternal mortality, the height of which has 
been and is a disgrace to this country.*** The theoretical ques- 
tion in connection with infant mortality on which there is still 
difference of opinion and need for analytical research is the 
problem of the interrelation between infant mortality and the 


™See The Biology of Death (1920); Studies in Human Biology (1924), 
chaps. iii-vii, x—xiii, xvi-xx; Introduction to Medical Biometry and Statistics 
(1923); Methods of Research in Genetics (1915). 


™ Children’s Bureau Publication No. 142 (1925). See also R. M. Woodbury, 
Infant Mortality (1926). 


™ Maternal Mortality: The Risk of Death in Childbirth and from All Dis- 
eases Caused by Pregnancy and Confinement, Bureau Publication No. 158 (1926). 
For recent trends of both infant and maternal mortality, see E. Blanche Sterling, 
Infant and Maternal Mortality in the United States, Public Health Reports 
(March 2, 1928), pp. 497-503. 
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birth-rate. The question is dealt with ably and at length by 
Johannes Miiller**’ and Arthur Newsholme.*** 

Another line of research is the relation of the movement of 
birth- and death-rates to the business cycle. Whatever correla- 
tion and lags there may be between these phenomena, however, 
are of more interest to students of business cycles than to those 
of population.*”* 

At the Institute of Economics, Washington, D.C., studies 
are now being carried on of the reliability of American vital sta- 
tistics and of estimates made by census experts of the propor- 
tion of the population probably descended from immigrants who 
arrived in this country after 1790. Some interesting conclusions 
on both these topics are to be expected. 


XI. WAR AND POPULATION 

Socrates has been discoursing on the economics and sociolo- 
gy of the simple life in “the genuine and, so to speak, healthy 
city.” Finally Glaucon can stand it no longer and exclaims, 
“Why Socrates, if you were founding a community of swine, 
this is just the style in which you would feed them up!” Socra- 
tes is pliant, though he grumbles a little. “If you wish us also to 
contemplate a city that is suffering from inflammation, there is 
nothing to hinder us.” But if we must have a lot of luxuries “and 
all in splendid variety,” we shall have to have more population. 
“The country, too, I presume, which was formerly adequate to 

™ Der Geburtenriickgang (Jena, 1924), chap. iii (see the German references 
there cited). 

™ The Elements of Vital Statistics (new ed., 1923), chap. x; Report to the 
Local Government Board on Infant and Child Mortality, 1910 (Cd. 5263); Sec- 
ond Report, 1913 (Cd. 6909); Third Report, 1914 (Cd. 7511); Report on Child 
Mortality at Ages o—5 in England and Wales, 1916 (Cd. 8496). There is also im- 
portant matter bearing on the problem in Woodbury, Causal Factors of Infant 
Mortality. 
Ogburn and D. S. Thomas, “The Influence of the Business Cycle on Certain So- 
cial Conditions,” Journal of the American Statistical Association, XVIII (Sep- 
tember, 1922), 324-40; G. R. Davies, “Social Aspects of the Business Cycle,” 
Quarterly Journal of the University of South Dakota (January, 1922); D. S. 
Thomas, Some Social Aspects of the Business Cycle (1925), M. B. Hexter, Social 
Consequences of Business Cycles (1925). 
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the support of its then inhabitants, will be now too small.” Then 
we must “cut ourselves a slice of our neighbor’s territory, if we 
are to have land enough.” In this way Socrates traces the origin 
of war “to causes which are the most fruitful sources of what- 
ever evils befall a state.”**® Thus, 400 years before Christ, Pla- 
to, among philosophers, was one of the first, if not the first, to 
put clearly and succinctly what many still regard as the funda- 
mental relation between population, wealth, and war. It is 
doubtful if anything essentially basic has since been added. 

The best modern historical review and analysis of the eco- 
nomics of war known to the present writer is the essay of Ed- 
ward Van Dyke Robinson, “War and Economics in History and 
in Theory.’ In Robinson’s analysis the thought runs in terms 
of diminishing returns and international rivalry for markets: 

As population increases, it . . . . becomes progressively more difficult 
and finally impossible to create a surplus of agricultural products for pur- 
poses of exchange. When this point is reached the country ceases to offer a 
market for manufactured goods for the reason that there is nothing where- 
with to pay for them; and the people are confronted with the old dilemma 
—-starvation, emigration, war, or manufacturing. In this way the number of 
manufacturing nations is constantly increasing and that of agricultural na- 
tions decreasing, the hunters multiplying while the game diminishes. The 
result is rivalry for markets—that is, for the means to employ and feed the 
people—which grows fiercer day by day. 


Population increase does not here appear as the direct cause of 
war, but as in the Republic, it is the vis a tergo. Harold Cox puts 
the paradox of war (or peace) and population more ironically, 
but not less truly: “As soon as a population grows big, its lead- 
ers say: ‘Our people are so numerous we must fight for more 
space.’ As soon as war has taken place the leaders invert this ap- 
peal, and say: ‘We must breed more people in preparation for 
the next war.’’’*** It is easy thus to see how, as Ross says, there 


*” Plato, Republic, Book II (Golden Treasury Series, pp. 58-60). 

™ Political Science Quarterly, XV (December, 1900), 581-622, reprinted in 
T. N. Carver, Sociology and Social Progress (1905), pp. 133-73. 

™ The Problem of Population (1923), p. 97. Cf. also A. B. Wolfe, “The 
Optimum Size of Population,” Population Problems in the United States and 
Canada, edited by L. I. Dublin (1926), p. 69, and “Can War Be Done Away 
With ?” Publications of the American Sociological Society, X (1916), 127-33. 
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was in Europe before the World War “an international competi- 
tion in population as well as in armaments,” and that “popula- 
tion pressure” is a “stage property for imperialists” and a “cher- 
ished asset of the war-makers.”*** 

Few social scientists would now hold that there is any one 
and only cause of war. The causes of modern wars are complex, 
though doubtless economic factors are by far the most impor- 
tant, and, among these, actual or prospective population pres- 
sure is both an important potential cause and an excuse. 

Since the World War there has not been as much research 
and thought on the relation of population growth to war as one 
might suppose there should have been. Other post-war writers, 
besides Cox and Ross, who have discussed the causal relation 
between growth and war are Havelock Ellis,*** G. Lowes Dickin- 
son,*** F. Savorgnan,”** Theodore Schroeder,” J. M. Keynes,** 
E. -C. Eckel,” John Bakeless,*° C. V. Drysdale,*** Harold 
Wright,*** John C. Duvall,** Dr. F. Goldstein,** Adelyne 
More,”* and P. Sorokin.*** All these writers, and many others, 

‘.. ™ Standing Room Only? (1927), pp. 167, 173. 

™ Essays in War-Time (1917), chap. vi, “War and the Birth-Rate.” 

™ The Choice before Us (1917), chap. vi. 

** La Guerra e la Popolazione (Bologna, 1918). 

™ “Birth Control and the Great War,” Birth Control Review (March, 
1919), pp. 8-14; also in American Medicine (December, 1919). 

™* The Economic Consequences of the Peace (1920). 

™ Coal, Iron and War (1920), chap. xxiii. 

™° The Economic Causes of Modern War (1921); The Origin of the Next 
War (1926). 

™ “Birth Control and Disarmament,” Proceedings of the First American 
Birth-Control Conference (1922), pp. 123-38 (reprinted in Julia E. Johnsen, Se- 
lected Articles on Birth Control [1925], pp. 208-21). 

™ Population (1923), pp. 130-40. 

* “Overpopulation as a Prime Factor in the Cause of War,” Proceedings of 
the Sixth International Neo-Malthusian and Birth-Control Conference (1926), 
II, 107-19. 

™ “War and Overpopulation,” ibid., pp. 153-61. 

™ Fecundity vs. Civilization (London, 1917). 

™ The Influence of Famine and the Food Factor. Some important addition- 
al references are given by Sorokin in his Contemporary Sociological Theories 


(1927). 
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find population pressure directly or indirectly, actually or po- 
tentially, a prime cause of war, though opinion varies both as to 
the weight to be given it and as to the manner of its influence. 
Space does not permit discussion of these variant opinions. 

The influence of war upon the trend of vital statistics has 
been considered by a number of writers.*** War must have at 
least a temporary effect, not only on the death-rate but also on 
marriage- and birth-rates. In wars prior to the World War the 
effect on the birth-rate was temporary only. Raymond Pearl 
leaves his readers with the impression that population losses 
due to wars ard other catastrophes cause hardly a ripple on the 
great‘sweep of the curve of population growth.*** The present 
writer predicted in 1917 that the birth-rate would not, after the 
war, recover its pre-war level.**® As was to have been expected, 
there was a brief spurt in the birth-rate, but in a year or two the 
decline in the rate became more rapid than ever. The prediction 
seems to have been well founded, both as to fact and to probable 
causes. With birth-rates as unprecedentedly low as those of 
Germany and England at the present time (the English rate re- 
ported at 15.4 for the last quarter of 1927) it is highly probable 
that another world-war would have a pronounced and somewhat 
permanent effect on the rate of population growth. 

Much research, naturally, has been devoted to the loss of 
life caused directly and indirectly by the Great War. Early in 
the war, studies were instituted in Copenhagen by the Society 
for Social Investigation of the Consequences of the War (Sels- 
kabet for social Forsken af Krigens Folger). This society issued 
a number of valuable monographs. Mr. R. O. Vedel-Petersen, of 
the Danish Statistical Bureau, also prepared a summary of 
losses in the Great War for the Carnegie Foundation for Inter- 
national Peace.**° An extensive review and analysis, confined 

*™' For example, Sir Bernard Mallet, “Vital Statistics Affected by the War,” 
Journal of the Royal Statistical Society, LXXXI, (January, 1918), 1-36; S. 
Seéerov, Economic Phenomena before and after War (London, 1919). 

™* Studies in Human Biology (1924), and The Biology of Population Growth 
(1925), passim. 

*” “Fconomic Conditions and the Birth-Rate after the War,” Journal of Po- 
litical Economy, XXV (June, 1917), 521-41. 

* Losses of Life Caused by War (1923), Part II. 
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mainly to German publications, of the literature of world-war 
losses has been prepared by Dr. Karl Oldenburg.*** The war 
also stimulated inquiry into losses caused by previous con- 
flicts.?* 

XII. HISTORICAL STUDIES 


Textbooks on population seldom go farther into the history of 
population doctrine and policies than to abstract parts of Stang- 
eland’s monograph** and to repeat what everyone knows about 
the origin of Malthus’ Essay. It is indicative of the current in- 
terest in population that the British Economic Association has 
caused the first edition of the Essay, long practically unobtain- 
able, to be reprinted. James Bonar’s classical treatise, Malthus 
and His Work, was reprinted in 1924 with some slight additions 
but without essential change. There is, however, no adequate 
general account of the history of population theories. It is time 
some scholar took up the task. 

The recently developed activity in research in economic his- 
tory in England, stimulated mainly perhaps, by scholars at the 
London School of Economics and the influence of Unwin at the 
University of Manchester, and in this country by the belated 
realization on the part of historians that the economic factors in 
history are of fundamental significance, has produced a number 
of valuable studies bearing on the historical setting of the popu- 
lation problem in its economic aspects.*** In the United States, 


** “Der Bevélkerungsverlust im Weltkrieg,” Schmoller’s Jahrbuch, 49 Jahr- 
gang, 3 Heft (June, 1925), pp. 73-135. 

** G. Bodard, Losses of Life in Modern Wars (1916); F. Prinzing, Epidem- 
ics Resulting from Wars (1916); S. Dumas, Losses of Life Caused by War 
(1923). All of these were published by the Carnegie Endowment for Interna- 
tional Peace. Js War Diminishing? (1915), by F. A. Woods, and The Human 
Costs of War (1920), by Homer Folks, are also of interest in this connection. 

™ Pre-Malthusian Doctrines of Population, “Columbia University Studies 
in History, Economics and Public Law,” Vol. XXI, No. 3, 1904. By a curious 
coincidence of error, Reuter, East, and Sorokin all attribute this work to C. E. 
“Strangeland.” 

G. T. Griffith, Population Problems of the Age of Malthus (Cambridge, 
1926); M. C. Buer, Health, Wealth, and Population in the Early Days of the In- 
dustrial Revolution (1926); M. C. Buer, “The Historical Setting of the Malthu- 
sian Controversy,” London Essays in Economics in Honor of Edwin Cannan 
(1927). Dorothy George, “Some Causes of the Increase of Population in the 
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possibly because the population problem is here less pressing 
than in England, post-war historical research has as yet pro- 
duced little bearing on the history of population. An interesting 
study of the correlation between industrial development and 
pupulation growth in New England by P. W. Bidwell is an ex- 
ample of a field of research as yet little cultivated in this coun- 
try.**° In the United States research in the history of population 
has been confined in the main to immigration and to statistical 
studies of changing fertility rates. 

A matter of perennial interest is the decline of population in 
ancient and medieval times. Renewed significance is given to 
the Augustan population legislation, and to mercantilist and 
cameralist attempts to stimulate population growth, by the re- 
cent reactionary policies in France and Italy. Since the war a 
few contributions have come to supplement the classical treatises 
of Beloch and Seeck.*** 


Eighteenth Century as Illustrated by London,” Economic Journal, XXXII 
(1922), 325-52; R. Lennard, “The Alleged Exhaustion of the Soil in Medieval 
England,” ibid., pp. 12-27; J. S. Blackmore and F. C. Mellonie, “Family Endow- 
ment and the Birth-Rate in the Early Nineteenth Century,” Economic Journal 
(May, 1927), pp. 205-13 (argues ably that the poor law did not increase the 
birth-rate) ; T. H. C. Stevenson, “The Fertility of Various Social Classes in Eng- 
land and Wales from the Middle of the Nineteenth Century to 1911,” Journal of 
the Royal Statistical Society, LX XXIII (May, 1920), 401-32. 

** “Population Growth in Southern New England, 1810-60,” Publications of 
the American Statistical Association, XV (December, 1917), 813-39. Since we 
are excluding the immigration problem, in its domestic aspects, from considera- 
tion in this paper, no attempt to list the literature of the history of immigration 
will be made. We cannot refrain from mentioning, however, the admirable work 
of Edith Abbott: Historical Aspects of the Immigration Problem (1926). The 
outstanding post-war works on the decline of fertility in America are: R. E. 
Baber and E. A. Ross, “Changes in the Size of American Families in One Gener- 
ation,” University of Wisconsin Studies in the Social Sciences and History, No. 
zo (1924); W. S. Thompson, “Natural Increase of Population,” Problems of 
Population in the United States and Canada, edited by L. I. Dublin (1926), chap. 
iii; A. J. Lotka, “The Size of American Families in the Eighteenth Century,” 
Journal of the American Statistical Association, XXII (June, 1927), 154-70. 

™ 7. L. Myers, “The Causes of the Rise and Fall in the Population of the 
Ancient World,” Eugenics Review (April, 1915); Henri F. Secretan, La Popula- 
tion et les Moeurs, and ed. (1915); Eugéne Cavaignac, Population et Capital 
dans le Monde Mediterranéen Antique (1923) (Publications de la Faculté des 
Lettres de I"Université de Strasbourg, 1923); A. Andréadés, “De la population de 
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XIII, STUDIES OF THE POPULATION OF SPECIFIC COUNTRIES 


A careful, comprehensive analysis of resources and the com- 
position and movement of population in each country is badly 
needed. The population problem is not precisely the same in any 
two countries. The Germans are never weary of analyzing their 
own vital statistics, and the French have piled up an enormous, 
mostly superficial and propagandistic, “dépopulation” literature, 
but there is no satisfactory scientific treatise of recent date deal- 
ing with the population problem of either country comprehen- 
sively. Books on population tend to be superficial and contro- 
versial. There are a few regional studies, some of great value, 
but they are nearly all for new or culturally backward countries. 

For China, far and away the best book dealing with the pop- 
ulation problem is W. H. Malory’s China, Land of Famine2“ 
It is both recent and authoritative. 


Constantinople sous les empereurs byzantins,” Metron, I, No. 2 (1920), 68-110. 
Students of the population problem in Rome should also consult Tenny Frank, 
The Economic History of Rome, 2nd ed. (1927), and M. Rostovtzeff, Social and 
Economic History of the Roman Empire (1926), although neither writer dis- 
cusses population specifically. 

™* American Geographical Society, Special Publication No. 6 (New York, 
1926). See also E. A. Ross, The Changing Chinese (1911), and Standing Room 
Only? (1927); F. H. King, Farmers of Forty Centuries (1911); C. G. Dittmer, 
“An Estimate of the Chinese Standard of Living in China,” Quarterly Journal 
of Economics, XXXIII (November, 1918), 107-28, and “Density of Population 
and the Standard of Living in North China,” Publications of the American So- 
ciological Society, XIX (1925), 196-99; J. O. P. Bland, China, Japan, and Ko- 
rea (1921); T. P. Meng and S. D. Gamble, Prices, Wages and the Standard of 
Living in Peking (1900-1924), special supplement to the Chinese Social and Po- 
litical Science Review (July, 1926); S. D. Gamble and J. S. Burgess, Peking: A 
Social Survey (1921); Mabel Ping-Hua, The Economic History of China, “Co- 
lumbia University Studies in History, Economics and Public Law” (1921); Sing 
Ging Su, The Chinese Family System (1922); China Continuation Committee, 
The Christian Occupation of China (1922); E. T. Williams, China: Yesterday 
and Today (1923); P. M. Roxby, “The Distribution of Population in China,” 
Geographical Review, XV (January, 1925), 1-24; J. H. Nelson, “Changing 
Factors in the Economic Life of China,” U.S. Department of Commerce, Trade 
Information Bulletin No. 312 (1925); and the reports of the China International 
Famine Relief Commission. Chinese migrations are treated by Ta Chen, “Chi- 
nese Migrations, with Special Reference to Labor Conditions,” U. S. Bureau of 
Labor, Bulletin No. 340 (1923), and by Persia C. Campbell, Chinese Coolie Emi- 
gration to Countries within the British Empire (London, 1923). A book which 
contains much valuable information on Chinese customs and conditions bearing 
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For Japan the best book, despite its sensational title, is Wal- 
ter B. Pitkin’s Must We Fight Japan? (1921). John E. Or- 
chard™* and G. C. Allen have contributed valuable articles.*** 
Japanese viewpoints may be had in the writings of K. K. Kawa- 
kami,”*° Iwao Ayusawa,”** Miono Yamamoto,*™ and S. Osada.*** 
The Japanese standard of living is the subject of a monograph 
by Kokichi Morimoto.** 

On the population of India we have more accurate informa- 
tion than on that of China. India has a well-managed census, 
while China has never had a census in the proper sense of the 
word. Indian registration statistics are admittedly incomplete, 
and therefore unreliable. Nevertheless they give a basis for judg- 
ment altogether lacking in China. The two outstanding analyses 
of the Indian population, other than those contained in the In- 
dian population censuses*” are the books of P. K. Wattel*® and 


on population is Dr. J. J. Matignon’s Superstition, Crime et Misére en Chine 
(Paris, 3d ed., no date), written in 1900 or 1901. It is very scarce, however. 
The latest and probably the most reliable estimate of the population of China 
has been made by W. F. Willcox, “The Population of China in 1910,” Journal of 
the American Statistical Association, XXIII (March, 1928), 18-30. 

“The Pressure of Population in Japan,” Geographical Review, XVIII 
(July, 1928), 374-401. 

** “The Population Problem in Japan,” Economica (June, 1926), pp. 170-86. 
See also Modern Japan and Its Problems (1927), by C. G. Allen. 

™ The Real Japanese Question (1921). 

™ “The Population Problem and Industrialization in Japan,” International 
Labor Review (October, 1927), pp. 512-26. 

™ “The Question of Population in Japan,” Kyoto University Economic Re- 
view, II (July, 1927), 52-62; “Fundamentals of the Emigration Policy,” ibid. 
(October, 1927); “The Principles of Emigration Policy,” ibid. (December, 1927), 
pp. 103-12. 

™ The Meaning of Colonization and Colonies,” ibid. (August and Septem- 
ber, 1927). 

™ The Standard of Living in Japan, “Johns Hopkins University Studies in 
History and Political Science,” Series XXXVI, No. 1, 1918. 

** Beside the census itself, see the two articles by J. T. Martin (commis- 
sioner of the Indian census) in the Journal of the Royal Society of Arts, “The 
Census of India of 1921,” LXXI (April 6, 1923), 355-68, and “Population Prob- 
lems from the Indian Census,” LX XXIII (March 20, 1925), 411-24. 

™ The Population Problem in India, a Census Study (1916). 
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Brij Narain.*” An anonymous writer has put out a small mono- 
graph on Indian migration within the Empire.** A considerable 
amount of material will also be found in recent books on Indian 
economics.*” 

There is no general treatise on the Australian population 
problem. The writings of Griffith Taylor come the nearest to 
such a treatment. There are many articles about the White Aus- 
tralia policy in such journals as Round Table and United Em- 
pire. The Economic Record, the leading Australian economics 
review, will undoubtedly continue to give much attention to the 
general problem. 

The seemingly tragic decline of the native population in the 
Pacific Islands, which in Hawaii was the theme for a new theory 
of population on the part of John Rae in the 1830’s*® and was 
later vividly described for the Marquesas by Robert Louis Stev- 
enson, has long been an interesting but obscure phenomenon to 
students of population. Two important recent books on this sub- 
ject are those of W. H. R. Rivers (editor)*” and S. H. Roberts.*” 


XIV. THE NEED OF ORGANIZED POPULATION RESEARCH 


A judicial survey of post-war population literature reveals 
ground both for congratulation and for adverse criticism. The 
population problem, which for a century or more has been the 


* The Population of India, A Comparative Study (Lahore, 1925). See also 
Essays on Indian Economic Problems, by the same author. 

™ “Emigrant,” Indian Emigration (London, 1924). See also Emmaline E. 
Smillie, “A Historical Survey of Indian Migration within the Empire,” Canadian 
Historical Review, IV (September, 1923), 217-57. 

* R. Mukerjee, The Foundations of Indian Economics (London, 1916); 
K. T. Shah, Wealth and Taxable Capacity in India (1924); P. P. Pillai, Economic 
Conditions in India (London, 1925); P. A. Wadia and G. N. Joshi, The Wealth 
of India (London, 1925). See also T. Das, “The Population Problem in India,” 
Proceedings of the Sixth International Neo-Malthusian and Birth-Control Con- 
ference (1926), Vol. IV; E. A. Ross, Standing Room Only? (1927). A fairly re- 
cent book on Indian famines is A. Loveday, The History and Economics of In- 
dian Famines (1914). 

See The Sociological Theory of Capital, edited by C. W. Mixter (1905), 
and the Economic Journal (March, 1902). 

™ Essays on the Depopulation of Melanesia (Cambridge, 1922). 

™ Population Problems of the Pacific (1927). 
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happy stamping ground for controversialism, is now one in which 
the scientific spirit of unbiassed inquiry is becoming more com- 
mon, though by no means as common as it should be. For a cen- 
tury or more writers on population ordinarily got no farther than 
to take sides for or against what they asserted to be the theory of 
Malthus. Many attempts were made, it is true, to propound 
other and original theories; but most such attempts were abor- 
tive in that they lacked adequate scientific foundation in observ- 
able fact. While Malthus has not disappeared from current pop- 
ulation literature, he has receded into the wings. He no longer 
dominates the stage. Present-day investigators are less and less 
inclined to conceive their task in terms of supporting or combat- 
ing the Malthusian theory. Their aim is to look at present facts 
and to evaluate their trend, if possible. In this new analysis the 
theory of Malthus may stand unimpaired or it may suffer so 
many reverses that it will become only an important item of in- 
tellectual antiquarianism. The present writer’s view is that in its 
fundamental essentials it will remain true. But that is not im-” 
portant. The important desideratum is an attack upon the popu- 
lation problem in all its aspects with all the resources of modern 
scientific research. We may congratulate ourselves that this 
form of investigation—research not controversial and not di- 
rected to proving or disproving Malthus, but to objective re- 
analysis of the whole problem, from the various angles of eco- 
nomics, psychology, geography, history, and statistics—has now 
attained real headway. 

On the other hand, much of the new literature, even where 
reasonably free of what we may call the Malthusian complex and 
of controversial or propagandist intent, is open to the criticism 
that it is weak in its economic foundations. Very few of the more 
popular writers, and not all of the less, have an adequate a - 
quaintance with those aspects of modern economic theory which 
have essential bearing on the population problem. There are 
deep-seated problems in economic dynamics, such for instance 
as the laws of costs and returns, the flow of money and the flow 
of goods, the long run effects of machinery, capital formation, 
and investment on employment, purchasing power, and mass 
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standards of living, which rarely if ever are alluded to by special- 
ists in population. The inference must be either that they are not 
factors in the population problem, or that the writers consider 
them unimportant. If the latter opinion is held it is almost un- 
questionably erroneous. 

No doubt some part of this failure to dig down to the bed 
rock of economic science is due to the fact that the population 
problem is highly dynamic—it has to do with movement rather 
than stationary masses and relations—and to the fact also that 
the theory of economic dynamics is not in a very satisfactory 
state of development. Nevertheless dynamic economics now 
claims the efforts of many of the abler theorists, including some 
of the few younger economists who are not dissipating their en- 
ergies in the writing of unneeded textbooks. The serious student 
of population dynamics can no more afford to be unacquainted 
with progress in economic theory than he can to ignore advances 
in vital statistics, developments in technology, expansion of geo- 
graphical knowledge, or the dynamic influences of rationalism, 
democracy, nationalism, and social change in general. If Mal- 
thus and the economists of the nineteenth century are open to 
the charge that they neglected the psychologica’ factors of the 
population problem—especially the potent influence of the mod- 
ern woman movement***—the charge of superficiality against 
much of the current population literature, much of which is writ- 
ten by persons who are not professional economists, is to be sub- 
stantiated just on the ground that fundamental economic factors 
and complexes are ignored. At least, because of their complexity 
and difficulty, little effort is made to understand them, and still 
less to ferret out their extensive relations to population phe- 
nomena. 

The simple fact is that the population problem is so vast and 
has such multitudinous ramifications that no one man can handle 
it comprehensively, even to the extent of adequately synthesiz- 
ing the pertinent scientific knowledge already available. Here, 
as elsewhere, co-ordinated, co-operative, and self-effacing re- 


™ Cf. A. B. Wolfe, “The Optimum Size of Population,” Problems of Popu- 
lation in the United States and Canada, edited by L. I. Dublin (1926), pp. 75, 76 
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search should be the order of the day. Individual scholars, no 
doubt, will continue to make valuable contributions, but the 
main advance will be made in the compact phalanx of integrated 
research. 

The list of organizations concerned with population research 
in one way or another is impressive. In this country it includes 
the Scripps Institute for Research in Population Problems (Mia- 
mi University), the Food Research Institute (Stanford Univer- 
sity), the Institute of Social and Religious Research (New 
York), the Laboratory of Biometry and Vital Statistics (Johns 
Hopkins University), the National Bureau of Economic Re- 
search, the Social Science Research Council (Committee on Pop- 
ulation), the National Research Council (Committee on Co-op- 
eration with the Bureau of the Census), the United States Public 
Health Service, and the Children’s Bureau. Organizations abroad 
include the Society for the Study of the Social Results of the War 
(Selskabet for social Forsken af Krigens Félger), Copenhagen, 
the International Institute of Statistics, the International Insti- 
tute of Agriculture, the Institute of Statistics and Political Econ- 
omy (University of Rome), the National Council of Public Mor- 
als, London, and an official committee appointed by the Japanese 
government to study the Japanese population problem. The va- 
rious international congresses of hygiene and demography, ge- 
netics and, eugenics, and migration should also be mentioned. 
The vario4is institutes of politics, especially the Institute of Pa- 
cifia, Relgtions and the Williamstown conferences, may be men- 
tioned, tigugh, like the World-Population Conference, they are 
primarily occasions for the exchange of opinions rather than re- 
search organizations. 

Long as this list is—and sufficient acquaintance with re- 
search activities in other countries would enable us to extend it 
— it does not provide an adequate research program. Even if all 
important aspects of the population problem were receiving at- 
tention, which is not the case, there is little or no co-operation or 
co-ordination between these institutional agencies. A striking il- 
lustration of lack of integration is the location of the Scripps In- 
stitute of Research in Population Problems at Miami University 
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in Ohio, and the Food Research Institute at Stanford Univer- 
sity. The two should be parts of one organization. 

Recent announcement of the gift of $500,000 by Charles F. 
Brush of Cleveland for the endowment of a foundation “for the 
betterment of human stock and the regulation of increase of pop- 
ulation” is of great interest. Within these very broad limits the 
trustees of the Foundation have entire freedom in the choice of 
objectives. Presumably the main work of the Foundation will be 
of a research nature. 

One would like to look forward hopefully toward the estab- 
lishment in the United States (and Canada) of a centralized re- 
search organization of American workers, adequately staffed and 
financed for comprehensive work on all aspects of the population 
problem. If such a project is chimerical, we might at least pro- 
pose a central clearing-house of research work in progress, a 
central office to help co-ordinate the work of individual investi- 
gators and specialized research institutes, and to map out the 
whole field with a view to securing advance where advance is 
most needed. Population research is as yet too much at the mer- 
cy of individual slants and interests. 

The Social Science Research Council’s Committee on Popu- 
lation has been making a survey, under the direction of R. M. 
Woodbury, of population research projects now under way in 
this country. It may be that this is the much-needed preliminary 
step which will lead to a productive co-ordination of research 
projects. It would seem, however, that the present Committee 
should be enlarged to include a representative of agricultural 
and soil science and a more liberal representation of the economic 
aspects of the problem. 

In addition to the central clearing-house of information on 
research projects in process and contemplated—such a clearing- 
house as may develop from the work of the before-mentioned 
Committee—there should be a national society of individuals 
scientifically interested in population. Most of them, no doubt, 
are members of one or more of the existing learned societies, but 
there is no opportunity for conference on the part of those inter- 
ested in different aspects of population. Moreover, there is prob- 
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ably enough interest and enough work being done on population 
to justify the establishment of an independent journal of popu- 
lation. 

An organization adequately conceived and financed, whether 
it take the form of an institute for research, on broader lines than 
any of the existing organizations, or a national society of students 
of population theory and policy, could do a number of things not 
‘now being done. Probably the most important service it could 
render would be the co-ordinated collection and publication peri- 
odically of basic data—for example, vital statistics, agricultural 
and mineral outputs, international trade in foodstuffs, fertilizers, 
and raw materials, current migration statistics, and progress of 
settlement in the remaining “pioneer fringes.” It could also pub- 
lish a complete list of abstracts of current books and articles 
bearing in any way upon the population problem. The forth- 
coming Journal of Social Science Abstracts is hardly likely to do 
this, because the student of population must perforce go to geo- 
graphical, agricultural, and engineering sources for material 
which would hardly be deemed proper to include in “social sci- 
ence” abstracts. The suggested organization might well issue 
bulletins on technical progress in agriculture and on power re- 
sources and developments. It might well have separately or- 
ganized sections on tropical health, tropical agriculture, migra- 
tion and settlement, the geographical distribution of population 
(which section should prepare dot maps of the current and the 
historical distribution of population), as well as a section on the 
political aspects of the population problems, one on the medical 
problems of family limitation, and an anthropological section on 
population mores. There might also be a section on the mathe- 
matical treatment of population. And eventually an index of 
social prosperity might be attempted, as a rough guide to the 
policy of the optimum. If the organization included, as it prob- 
ably should, those interes’. d primarily in problems of quality, 
other sections would have to be added. 

Such an organization could work in co-operation with the in- 
ternational organization which the World-Population Confer- 
ence voted to establish and for which a provisional organization 
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committee was appointed, with Raymond Pearl as chairman. 
This committee was originally composed of representatives from 
Great Britain, France, Germany, Italy, Belgium, Switzerland, 
and the United States. The committee has since been enlarged 
by the appointment of representatives for Spain, Japan, Scandi- 
navia, South America, the British Dominions, and Russia. There 
is yet no representative for India, China, or Mexico. It is worthy 
of note that the original membership of the committee includes 
in a list of nine members four biologists, one physician, one stat- 
istician, and only two economists, one of whom is Professor Gini, 
of Italy, who is more a sociologist than an economist. However 
organized and whether or not truly representative of the various 
sciences which have an interest in population problems, an in- 
ternational organization cannot take the place of a more closely 
knit research group in a given country.** 

Meanwhile there is room for independent research. We need 
to mention only a few subjects: monographs on the history of 
governmental attempts to stimulate large families, the history 
and psychology of the relation of the woman movement to the 
population problem, a history of birth-control propaganda in this 
country, more studies in the decline of populations, a reanalysis 
of the bearing of the population problem on socialism, further 
studies on the connection between unemployment and popula- 
tion, and on the relation of population increase to land values 
and unearned increments in general. The list need not be ex- 
tended. It is sufficient to suggest how inadequately the whole 
field has yet been explored. 

Nor need there be any fear, or hope, that the population prob- 
lem is about to solve itself. It may be that north European na- 
tions, especially Germany and England, are about to reach a 
stationary population, though that is doubtful in view of still 
further probable advances in health and hygiene which will re- 
duce the death-rate. Even if, however, certain countries of high 
civilization have learned adequately to control births, there are 

™ For the plan of permanent organization of the International Union for 
the Scientific Investigation of Population Problems, see Raymond Pearl, “Interim 


Report of the First General Assembly of the Union,” Journal of the Americas 
Statistical Association, XXIII (September, 1928), 306-17. 
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many of lesser, or different, civilizations which have not. In the 
by and large the population problem is a world-problem, and the 
world will never be entirely safe until the problem is solved 
everywhere. Furthermore, it is almost certain that some coun- 
tries, even in Europe, would be economically better off if they 
reduced their population. In other words, the problem of the 
optimum, which only recently has come to any recognition, re- 
mains for solution, both theoretically and practically. 

It is desirable therefore that more young scholars be inter- 
ested in population problems, and encouraged properly to fit 
themselves (in economics, mathematics, statistics, economic his- ‘ 
tory, social psychology, geography, soil science, and the physiol- 
ogy of diet and reproduction) to carry forward population re- 
search broadly and intelligently. 

A. B. WoLFE 
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Industrial Relations in the Chicago Building Trades. By R. E. 
MontTGcoMERY. Chicago: University of Chicago Press, 
1927. 

The writing of the history of labor in the United States has passed 
through three phases. In the first period the written history was one 
of labor’s problems. Here we find excellent monographs dealing with 
special issues of importance in labor relations. The studies made under 
the direction of Professors Hollander and Barnett, at John Hopkins 
University, dealing with various phases of trade-union structure, gov- 
ernment, and policies fell under this group, and contributed materially 
to an understanding of the subject. The second phase called for a 
gathering together of the researches in these separate monographs and 
the presentation of a unified history of labor in the United States. The 
work by Professor Commons and his associates at the University of 
Wisconsin in the History of Labor in the United States brought the 
subject close to the end of last century. 

Since then much water has gone under the bridge; the industrial 
life of the nation has assumed an entirely new aspect; labor organiza- 
tions have grown and changed, and the newer industrial movement 
calls for a more recent analysis. What seems to be needed now is in- 
tensive analysis and study of local labor histories. When these have 
covered the larger industrial centers portraying the newer environment 
and the recent development in structure and policies, the raw material 
will be available for rewriting, or rather for bringing up to date, the 
history of labor in the United States. 

Fortunately a strongly unionized industry is receiving consider- 
able attention. Dr. R. E. Montgomery’s book, Jndustrial Relations in 
the Chicago Building Trades, is only the first of a number of local 
studies. The building trades in New York and Boston are receiving 
separate treatment in volumes soon to be published, and a national 
study dealing with the building industry as a unit and emphasizing the 
larger industrial policies and the economic environment of labor-union 
history and rules, as well as the policies of employers, is also in 
process. 

When Judge Landis in 1921 described the building industry as a 
“thing diseased,” as a line of activity which “the wise dollar avoided,” 
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he voiced an almost universal belief. The “average person’s” knowl- 
edge of unionism seems to be based largely on conditions existing in 
this industry. The activities of unions and contractors in the building 
trades have often been notorious and have gone a long way to color the 
point of view adopted by many individuals toward all unions. The 
open-shop advocates have in times past, as well as at present, gotten 
most of their propaganda ammunition from the conditions in the 
building trades. In short, here was a point of general attack on the 
aims and practices of unionism. 

The building-trades unions have been engaged in collective deal- 
ing with their employers for years in many cities, indeed, in some for 
more than a quarter-century. As a result of these joint agreements 
certain collusive and exclusive devices developed which, while they 
may have been of material benefit to the building-trades membership, 
have been indicted as against the “public interest” and as subversive 
of real collective bargaining. In Chicago these practices became more 
pronounced than in any other large city. 

Because of these general conditions Dr. Montgomery’s study is to 
be welcomed. He essays to trace the history of joint relations in the 
Chicago building industry, to study the organization involved, the 
methods and machinery for joint dealing, the special building-trades 
problems and recent developments which had their beginning in the 
largely repudiated Landis Award of 1921. 

Summarizing Dr. Montgomery’s study, one can divide the history 
of industrial relations in the Chicago Building Trades into three 
periods. The first extends to the famous lockout of 1900, which ended 
an era of union domination and spelled defeat for the methods em- 
ployed by Martin B. (“Skinny”) Madden, who was for many years 
the leader of the Building Trades Council. Up to this disastrous lock- 
out the industry was effectively organized only on the labor side. 

The Building Trades Council had had no opposition in enforcing 
the demands of the unions, and the union shop was enforced on most 
jobs in Chicago construction operations. One-sided control in the 
hands of an astute leadership inevitably produced abuses which could 
only be settled by joint relations established by organizations with 
approximately equal strength. But when the contractors’ opportunity 
came, joint relations were spurned. The Contractors Council, organ- 
ized much like the Building Trades Council and supported by funds 
raised from the business interests of the city, was headed by William 
O’Brien, president of the Chamber of Commerce. The five months’ 
lockout, which followed the break in negotiations, resulted in the 
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dissolution of the unions’ central Council and brought to a close the 
first period in industrial relations, a period generally characterized by 
a labor dictatorship. 

The employer dictatorship, which characterized the second pe- 
riod, also failed to produce more stable industrial relations. After 
three years of control it became apparent that contractors were not 
good unionists. Their organization soon disintegrated, and after 1905 
the labor unions were regaining their membership and rehabilitating 
their resources. 

The third period, from about 1910 to 1921, may well be called 
one of a balance of power, for while it was not a decade of industrial 
peace, it was the most constructive period in the industry and resulted 
in perfecting the machinery for collective bargaining and the develop- 
ment of the Standard Agreement. 

In 1913 the Joint Conference Board was formed as a permanent 
adjudication board. The Standard Agreement was adopted in 1915, 
and its general acceptance made uniform the conditions existing in 
the different trades. Not all the unions willingly accepted this agree- 
ment, however, for it contained the cardinal principles which figured 
so prominently in 1900. These were: (1) no limitation of output; 
(2) no restriction upon machinery and tools; (3) no restrictions upon 
the use of any raw or manufactured material, except prison-made 
goods; (4) no interference with workmen during working hours; (5) 
no prohibition of apprentices; (6) the foreman to be the agent of the 
employer; (7) workmen to be at liberty to work for whomever they 
saw fit, but to demand and receive wages agreed upon by the Joint 
Arbitration Board; and (8) the employers to be free to employ and 
discharge whomsoever they saw fit. These principles served as a basis 
for joint relations until 1920, when, as a result of a chain of circum- 
stances developing out of a wage arbitration, the industrial relations 
system was disrupted and the building industry became part closed 
and part open shop. Judge Landis’ decision was virtually repudiated 
in 1927, and the industry has again been placed on a union-shop basis. 

Dr. Montgomery has devoted one chapter to each of the follow- 
ing special problems: jurisdiction disputes, working rules and prac- 
tices, artificial control, and graft. The controversy concerning the 
nature of the “working rules” enforced by the unions in Chicago is un- 
usually well treated. The chapter on working rules presents the indus- 
trial and economic environment which makes these rules necessary 
and distinguishes “between those rules which have exceeded the 
bounds of legitimate protection for the workers and those which 
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cannot be called more than regulatory.” Dr. Montgomery concludes 
that “where the working rules have protected the workers against 
‘boy labor,’ have insured enough jobs for those who have spent sev- 
eral years at a financial sacrifice in learning the trade, have prevented 
unemployment that would come with an undue glutting of the mar- 
ket with mechanics, have made impossible unhealthful ‘rushing’ and 
‘pace setting,’ and have eliminated the type of subcontracting by 
union members that would amount to little more than piecework det- 
rimental to the maintenance of the wage scale, they can hardly be 
classified as other than regulatory.” 

The examination of the specific rules of each union leads the au- 
thor to conclude that a vast majority of them are regulatory; in rela- 
tively few instances are they restrictive. These restrictive rules, the 
author hopes, will be eliminated as a result of the general educational 
influence of the “new viewpoint” on this subject on the part of the 
American Federation of Labor. 

Dr. Montgomery hesitates to come to any definite conclusions. 
He tries to show that the uneconomic practices which have grown up 
are not a necessary part of the system of collective bargaining. At the 
same time, since there is always a tendency for restrictive practices 
and rules to appear in the construction industry, some outside check 
ought to be imposed on the industry. While he points out the limita- 
tions of the Citizens’ Committee to Enforce the Landis Award as a 
“potential police organization,” he suggests the establishment of a 
super-police organization whose potential power to intervene would 
make unnecessary its actual going into industry “with the intention of 
making some trades permanently open shop where abuses forced in- 
tervention.” Interference or non-interference, according to this plan, 
would depend upon the “good” or “bad” conduct of the elements with- 
in the building industry. Dr. Montgomery writes: “With the feeling 
on the part of those in the industry—both workers and contractors— 
that they want no interference from the outside, one who has studied 
them and their problems can feel a large degree of sympathy. Yet this 
sympathy must not blind to the fact that under ten years of non-inter- 
ference the workers and contractors developed a range of practices 
which few will condone.” 

The author has dealt with a complex and difficult subject. The 
task of writing labor history, when most of the material must be se- 
cured from personal interviews and where it is at best controversial 
and biased, is not easy. The more difficult task is to bring together 
the conflicting forces struggling for control and to interpret the con- 
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flict with the diverse interests in view. This has been done in fine 
fashion. 

The introductory chapter, which calls attention to the economics 
of contracting and summarizes the industrial environment which has 
made labor relations what they are, is too brief. More could have been 
written to explain the weak bargaining position of the subcontractor 
and the competitive struggle which accounts in part not only for the 
prevalence of graft but also for the contractor’s indifference to asso- 
ciation activity and in part also for jurisdictional disputes. But enough 
has been said to make it clear that the explanation for these is to be 
found not so much in terms of labor politics as in terms of industrial 
structure. A second limitation appears to be in the exclusion of the 
recent movements of a constructive character which might point the 
way toward stabilization. These limitations, however, should not de- 
tract from the essential contribution which this volume supplies. It 
presents for the first time the history of a local building industry and 
describes vividly the significant problems. 

Wiiit1aM HaBer 
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Canadian Labor Laws and the Treaty. By Bryce M. Stewart. 
New York: Columbia University Press, 1926. Pp. 487. 


Mr. Stewart’s book opens by laying certain necessary foundations. 
It presents, first, the constitutional provisions and recommendations of 
the International Labor Organization, and secondly, an explanation of 
the division of jurisdiction between the federal and provincial govern- 
ments in Canada upon whom falls the responsibility for bringing these 
before the people. Chapter iii is given to studying Canadian labor leg- 
islation as influenced by the organized-labor movement of the country. 
The rest of the book is devoted to sorting and examining Canadian leg- 
islation under the headings of the nine principles outlined in Article 
427 of the Versailles Treaty. Each chapter is well summarized in turn, 
and an admirable review of the whole is offered in fifteen compact 
pages at the close. Interesting comparisons are made from time to time 
with American and with British legislation. 

As regards the connection with the International Labor Organiza- 
tion and its conferences, while in many matters Canada finds herself 
abreast or even ahead of the standards that this body has put forward 
for the approval of the nations, she stands, in terms of actual ratifica- 
tion, in the lower ranks among the signatory powers. The chief reason 
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for this is her divided jurisdiction. Authority for legislation, divided 
in the first place under the constitution, has developed through inter- 
pretation so that, while the early presumption was that the Dominion 
government could regulate labor conditions through its control of the 
criminal law, the bulk of the recommendations coming from the con- 
ferences today fall to the provincial legislatures. In these, while some 
provinces “may favor a given proposal, they hesitate to place their in- 
dustries at a disadvantage by imposing restrictions that others refuse 
to accept” (p. 479). 

Although organized labor has met with continued opposition in the 
Dominion Senate, there is a closer contact between its spokesmen and 
the legislatures than in the United States. Asa result, it has been com- 
paratively successful in obtaining the passage of factory and mining 
laws, minimum-wage and fair-wage laws, workmen’s compensation and 
legislation dealing with unemployment. A great amount of parliamen- 
tary attention has been given to immigration and to extending the 
offices of government to the matter of industrial disputes. 

Not so well rewarded, however, have been the efforts to obtain 
legal definition for the activities of organized workers themselves. 
Unions, per se, are of course legal; but with respect to determining 
what constitutes lawful purposes and policies the history has been un- 
certain and fluctuating. The tendency has been to copy British legisla- 
tion in its main outlines, but there has been failure in notable instances 
to keep abreast, especially as regards liability to damage suits and in 
enabling peaceful picketing. Briefly, “the legal status of Canadian 
trade unions is much the same as that of the unions in Great Britain 
before the Industrial Disputes Act” (p. 193). 

With respect to wages, government action in Canada assists the 
workers in two directions. The “fair wage” principle affecting em- 
ployees on government contracts, unknown in the United States but 
adopted in England in the nineties, has, through the efforts of the 
labor unions, found favor at the hands of the Dominion government 
and a majority of the provinces. The expression “fair wage,” inter- 
preted at first to mean such wages as were generally accepted as cur- 
rent in each trade in the district, is now coming to mean the union wage 
rate (p. 204). Minimum-wage legislation, coming into Canada from 
the Western states, is now universal except for New Brunswick and 
Prince Edward Island. Canadian laws, although in the main resem- 
bling the American in that they cover only female workers, provide one 
exception, viz., the British Columbia Minimum Wage Act passed in 
1925, which extended the principle to men in most trades. 
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Mr. Stewart’s book is plainly the result of a great amount of effort 
by a thoughtful student. At many points, moreover, its tone reveals 
the assurance and conviction of the first-hand observer. There is a 
double purpose evident throughout, however, whose respective claims 
he has been hard taxed to harmonize. First, he has aimed to show Can- 
ada’s relation to the principles and recommendations of the Interna- 
tional Labor Organization. Secondly, he has sought to present Cana- 
dian labor legislation as such, in detail, in relation to the causal factors 
of its development and in its present state of advancement. The re- 
viewer feels that the account loses somewhat for this reason. As a pio- 
neer work in Canadian labor legislation, the accomplishment of the 
second purpose would have been task enough. The study of the sec- 
tions of the Treaty, and the relation between the standards evolved 
under it and those found in Canadian legislation should have been 
held back for separate or incidental treatment. Matters like work- 
men’s compensation, having no place among the nine principles, re- 
ceive no extended consideration. Chapter iii is especially out of line 
with the first purpose. In spite of this handicap, Mr. Stewart has given 
us a book of high merit packed with information which should prove 
of great value to legislators and students. 

H. A. Locan 
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European Tariff Policies since the World War. By Ortavio 
DELLE-DoNnNE. New York: Adelphi Co., 1928. Pp. vii+- 
288. $3.50. 

This is a book of 288 pages with bibliography but no index. Eighty 
pages summarize the tariff policies of Great Britain, France, Germany, 
and Italy prior to and during the war; the rest enumerate and discuss 
their more recent tariff changes and commercial treaties. The tariff 
and treaty information has been well gathered, though the presenta- 
tion in regard to Great Britain is confused and inaccurate. The au- 
thor’s interpretations and general discussions are unsatisfactory, often 
contradictory, and with numerous errors. The book represents great 
labor in a field whose difficulty has deterred most students, but it raises 
the question whether our universities do not too often encourage the 
publication of material collected by men who have not mastered the 
field of their research. 

BENJAMIN B. WALLACE 

Waszurncron, D.C. 
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